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UNITED STATES-CANADIAN RELATIONS:  
PROBLEMS AND PERSP ECTIV ES

TUESDAY, JUNE 17, 1980

H ouse  of  R e pr e se n t a t iv e s ,
C om m it te e  on  F o reig n  A ffa ir s ,

Subcom m it te e on  I n t e r -A m er ic an  A ff a ir s ,
Washington, D.C.

The subcommittee met at 2 :05 p.m. in room 2255 of the  Rayburn 
House Office Building, Hon. Gus Yatron (chairman of the subcom­
mittee) presiding.

Mr. Y a tron . Good afternoon. The subcommittee will come to 
order.

In recent months the subcommittee has had its attention focused 
on tense, dynamic hemispheric situations such as in Nicaragua, Cen­
tral America, and the Caribbean. Today, however, we are meeting to 
review the closest, most cooperative relationship, the United States  
enjoys with any country, our neighbor to the north, Canada.

While Canada is our largest trading and investment partn er and 
our relations are excellent, there is still a wide range of issues of mutua l 
concern which deserve the undivided atten tion of U.S. policymakers 
and Congress.

Virtually all bilateral issues—be they environment, trade, energy, 
investment, defense or fisheries—have a direct impact  on the people of 
our countries. I t is our hope tha t through this hearing we may provide 
some background and insights into our relations with Canada  for 
Members of Congress when the various proposals and agreements are 
brought to a vote.

Our witness today is Mrs. Sharon E. Ahmad, Deputy Assistant  
Secretary of State  for European Affairs.

Mrs. Ahmad, if you would like to summarize your statement, the 
entire text will appear in the record and it will allow us to proceed with 
questioning. We say welcome to you today.

Also, I  would like to say for the record tha t Mrs. Ahmad has with 
her Mr. Wingate Lloyd, Director of the Office of Canadian Affairs, 
Department of State.

Mrs. Ahmad.

STATEMENT OF SHARON E. AHMAD, DEPUTY ASSISTANT SECRE­
TARY OF STATE FOR EUROPEAN AFFAIRS

Mrs. A hm ad . Thank you, Mr. Chairman. I  will summarize my stat e­
ment since you have the full text, if I may.

Mr. Y a tro n . Without objection.
(l)
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Mrs. Ahmad. I  welcome the opportuni ty to appear before you today 
to review with you both the nature and the current state  of United 
States  rela tions with Canada. The involvement of the United States 
with Canada, as you know, over a broad range of areas—political, 
economic, cultural , commercial, defense, and so forth—is greater than 
with any other single foreign country .

All of this  involvement between our two countries on multilate ral 
issues, and also on a wide range of bilatera l matters, frequently leads 
to the need for cooperation, consultation, and negotiation at many 
levels of government, federal, provincial, and local sometimes.

The success or failure of this cooperation has a significant impact on 
our bilateral  relations. In fact,  our b ilateral relations are often directly 
affected by  the s tate  of our cooperation on specific matter s of interest 
to us.

With th is general background, I would like to say a few words about 
the current  situa tion in Canada and the current state of our relations. 
As you know, the Liberal P arty  of Prime Minister Trudeau currently 
governs Canada, having won a major ity of 12 in the House of Com­
mons as a result of elections in February.

With this majority,  the  Liberals will probably be in power for 4 to 5 
years.

More recently, the most important event on the domestic political 
scene in Canada has been the May 20 referendum in Quebec. Canada, 
as you know, has a heritage of two distinct founding cultures which 
has no parallel in this country. For many years there has been sub­
stantial attention given to what the relationship between those two 
cultures should be.

The referendum was on a proposal by the Quebec Premier, Rene 
Levesque, to negotiate with Ottawa a new relationship termed “sov­
ereignty association.” Tha t proposal was defeated by nearly 60 
percent. With  the decision in Quebec, the people of Canada now are 
turning  their renewed efforts to resolving their constitu tional 
differences.

Prime Minister Trudeau met with the the Provincial Premiers on 
June 9 and agreed to an intensive series of constitutiona l negotiations 
over the summer, culminating in a Federal Provincial formal meeting 
September 8-12 to revise the country’s Federal struc ture.

Mr. Trudeau has said th at failure to reach subs tantial agreement in 
the September talks would be a disaster for Canada. We recognize 
that while we hope Canada will remain united and strong, these ques­
tions are internal ones which Canadians must decide without outside 
interference.

With respect to our relations, they are now in excellent shape. The 
differences th at did prevail between us during the Vietnam era have 
been p ut aside and our relationship can properly be characterized as 
warm and cordial.

Canada has been strongly supportive of the United States  on a wide 
variety of global issues. Canada gave strong support on Iran  and 
Afghanistan from the beginning of the crisis in Southwest Asia and 
took the lead in the boycott of the Moscow Olympics.

Canada agreed in January  to support the U.S. par tial grain embargo 
against the Soviet Union, and, of course, Americans will never forget 
the bravery of the Canadians who protected and aided in the  escape of 
our six Americans from Tehran in January.
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Canada has also implemented from the sta rt informal financial 
restrictions on trade with Iran, in concert with our major European 
allies and Japan. I repeat, Mr. Chairman, on these kinds of global 
issues, Canada  and the United States are working very closely to­
gether and relations are certainly excellent.

Let me turn  now to some of the  current specific issues involved in 
United States-Canadian relations, and I should emphasize “some” 
because they are far more numerous than  I have covered here. This 
is an area where the potentia l for unsettl ing our relations is g reater 
and therefore bears close watching.

The first item I would like to address is the east coast maritime 
boundary and fisheries treaties issue. L ast year the United States  and 
Canada  signed two treaties concerning the disputed boundary between 
the two countries in the Gulf of Maine and related issues involving 
mineral1 resources and fisheries.

Current United States-Canadian east coast maritime boundary 
differences have as their origin the extension of fisheries jurisdictions to 
200 miles by both countries in 1977. The Fisheries Treaty covers 
fish stocks of mutual interes t on the  Atlantic  coast and would assign 
percentage shares for each country  for each stock covered.

The trea ty provides for conciliation of disagreements, for ways 
of settling disputes through an arbiter. The Boundary Treaty  pro­
vides for settlement of the boundary dispute by referral to a special 
chamber of the International Court of Justice.

There has been substan tial opposition in the Senate to approval 
of these treaties. Opponents have been critical of the permanent 
nature  of the treaty , the division of shares of some species, and the 
provision for Canadian access to certain stocks off the U.S. coast.

We are in touch with the Senate, with represen tatives of fisheries and 
with Canada in an effort to work out an early and acceptable resolution 
of this important matter. Failure to do so, I  must say, Mr. Chairman, 
would have a serious adverse effect on our bilateral relations with 
Canada.

Another important bilateral matter  between us is the Alaska 
gas pipeline. In 1977 the United States and Canada agreed to foster 
the construction of a pipeline to bring Prudhoe Bay gas through 
Canada to the U.S. market. Most of the  regulatory procedures have 
been completed, and early agreement on financing of this $23 billion 
project has become critical to there being progress.

From the outset, Canada  has been concerned tha t financing the 
technically complex Alaska segment might prove difficult, leaving 
Canada in the position of having authorized increased exports of 
Canadian gas to the United States to facilitate a pipeline for Alaskan 
gas tha t might never be built.

Accordingly, Canada seeks assurances tha t the entire line would 
be built before it will authorize additional gas exports, and we are 
working with Canada to find a formula for the assurances Canada 
seeks.

We are optimistic the remaining issues can be resolved in the near 
future. This is a $23 billion project and a mat ter of important concern 
to both countries, particularly to the United States , and certainly 
one of the leading topics in our bila teral relationships.

A third area of substant ial concern to people in both countries is 
a possible bilateral  air quality  agreement with Canada. Following a
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request by our Congress in October 1978, the United States and 
Canada began consultations on the possibility of the negotiation of 
an air quality  agreement.

One of the major concerns prompting the U.S. inte rest is the desire 
to control Canadian sources of air pollution near the U.S. border. 
On the Canadian side, a major motivat ion for concluding an air 
quality agreement is to combat acid rain.

The Uni ted States itself is also interested in combating the problem 
of acid rain, which, as you probably know, is caused by a combination 
of sulfur  dioxide with oxygen and water vapor, producing mild sul­
furic acid which returns to the E arth in the form of ra in and snow as 
well.

We share Canada’s concern about both air pollution and acid rain, 
and these are issues of v ital importance to the people concerned in 
both countries, as well. We wish to move ahead to develop an air 
quality  agreement, and we have under consideration with the Cana­
dians mechanisms to aid both  countries in arriving at that possibility.

Another major area of interest to the two countries is the United 
States-Canadian  Automotive Agreement, something which has been 
with us for 15 years now. In 1965, the United States and Canada 
concluded an agreement which provides for duty-free trade  in finished 
vehicles and original equipment parts in commerce between both 
countries.

Since tha t time, two-way trade  has increased from $700 million 
in 1964 to $22 billion in 1979. This has resulted in substantial ad­
vantages  for both countries in terms of investment, employment, and 
economies of scale.

For several years now, Canada  has suffered a persisten t deficit in 
its automotive trade with us. Last y ear’s deficit came to a record high 
of $2.5 billion. This has caused some Canadians to question whether 
Canada  is receiving a fair share of the  benefits under the agreement.

Canada  has expressed the desire to consult on the state of the auto 
indust ry, including the operation of the Auto Pact, and we expect 
within the next few weeks the first of these formal consultations  will 
take place.

In the area of defense we have very few differences with Canada. 
The North American Air Defense Agreement remains a key element 
in the United States-Canadian defense relationship. This was recently 
extended for 1 year in order to give the Canadian Standing Committee  
on External  Affairs and Defense of the House of Commons a chance 
to consider the proposed renewal for a longer period.

The Canadian Government announced on April 10 its decision to 
purchase the McDonnell Douglas F-18A as Canada’s new fighter 
aircraft to replace the  existing fleet of obsolescent fighters. The number 
will be between 129 and 147, depending upon arrangements now under 
discussion concerning the possible waiver of certain costs incurred by 
the U.S. Government.

I have touched on only a handful of the major bilateral  issues 
between us, of which these are perhaps the most important ones at the  
moment. They are illustrative of the many issues involved today in 
United States-Canadian bilateral  relations; and if the subcommittee 
has any interest in any others, we would be pleased to take questions 
and answer them here if possible.

As I noted, United States-Canadian  relations are close and friendly, 
and I  see no reason to expect that our shared view of global issues will 
alter significantly in the foreseeable future.  Bilaterally the same pri-
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orities will con tinu e: Ene rgy,  transborder pollution, maritime 
boundaries and fisheries, trade,  and i nvestment.

The close interdependence which exists between our two countries 
will ine vita bly  bring some clashes of interest in these areas, and we 
must therefore vigorously  seek ways to resolve these issues to the 
mutu al satisfaction  of bo th countries.

We must also recognize tha t in a relationship as ex tensive and com­
plex as th at which  exists between the United States and Can ada, there 
are real risks in drawing specific linkages between unrelated issues. 
Such a practice could give  rise to a trade-off menta lity  tha t could 
greatly  com plicate  our efforts to resolve individual issues.

It  is not our Gov ernm ent’ s policy, therefore, to l ink  unrelated issues 
in our ongoing discussions of our mutual interests with  Can ada . Our 
tradition  of consul tation, of prior notif ication on issues of importance 
to the oth er coun try, and a genuine consideration of each other’s con­
cerns are of the greatest  valu e to us. It  sets an important example for 
the world  of  how two free, dynamic, and complex societies can create a 
productiv e and coope rative relationship on the basis of m utua l r espect 
and consideration.

[Mrs. Ahmad’s prepared state men t follows:]

P rep ared Sta te m ent of Sha ro n E. A h m ad , D ep uty  A ssis ta n t  Secreta ry  of 
Sta te  for  E ur op ea n Affa ir s

I  welcome th e o p p o r tu n it y  to  ap pe ar  be fo re  you  to day to  

re v ie w  w it h  you th e  n a tu re  and c u r re n t  s ta te  o f  US re la t io n s  

w it h  Canada.

The in vo lv e m en t o f  th e  U n ited  S ta te s  w it h  Canada ov er a 

bro ad  rang e o f  ar ea s - -  p o l i t i c a l ,  ec on om ic, c u l t u r a l ,  

com m erc ia l and de fe nse , e tc .  - -  is  g re a te r  th an w it h  any o th e r 

fo re ig n  c o u n tr y .

In  th e  p o l i t i c a l  a re a , ou r go ve rn men ts  work c lo s e ly  and 

ha rm on io u s ly , bo th  b i la t e r a l l y  and in  in te r n a t io n a l fo ra .  As 

f r ie n d s  and a l l ie s  we sh ar e th e  same goa ls  o f pe ac e,  fre ed om  

and th e b e tt e rm e n t o f m ank in d 's  e x is te n c e  on th e  p la n e t.

; We are deep ly  in v o lv e d  w it h  each o th e r e c o n o m ic a ll y , as 

ou r peop le  prod uc e and exchange goods and s e rv ic e s  fo r  ou r 

m utu al b e n e f i t .  More th an o n e - f i f t h  o f ou r e xp o rt s  go to  

Canada,  n e a r ly  tw ic e  th a t  which  goes to  Ja pa n,  ou r next 

la rg e s t  custo m er.  US e xp o rt s  to  Canada ar e g re a te r  th an ou r
I

e x p o rt s  to  a l l  th e  c o u n tr ie s  o f  th e  Europ ean Economic  

Com mun ity co mbine d.  A q u a r te r  o f  a l l  US fo re ig n  in ves tm en t is  

lo c a te d  in  Canada, w h il e  th e ne t fl o w  o f e q u it y  in ves tm en t has 

now s h if te d  and is  now d ir e c te d  to ward  th e  US fro m Canada.

6 5 -3 05  0 - 8 0 - 2
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We are allies in NATO but our defense relations go well 
beyond those with other NATO allies, involving the 40-year-old 
Permanent Joint Board on Defense. Also, we have a unique 

military joint command, the North American Air Defense 

Command, and longstanding defense procurement relations.

Our people know each other well and share a common outlook 
on the world. Over 70 million people cross the US-Canada 

border annually. In addition to business and government 

travel, we vacation in the areas of each other's country that 
we find attractive. Our students attend each other's 

educational institutions in large numbers. We see many of the 
same films and television shows and read many of the same 

publications.

We share a common interest in a large part of our 

environment —  land, air and water -- and are both 

increasingly concerned about the maintenance and improvement 
of the quality of life, and the effects of our actions on each 
other's environment.

All of this involvement leads frequently to the need for 
cooperation, consultation and negotiation at many levels of 

federal, provincial and local government. The success or 

failure of this cooperation has a signficant impact on our 
bilateral relations.
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I think it is also useful to discuss some of the factors

which affect how the relations between the two countries are 

perceived from each other's perspective.

The difference in size, on the order of 10 to 1 in terms 

of both population and economic strength, is a central fact.

In addition, the distribution of the Canadian population 

should be noted. Canadians are concentrated along the US 

border, with 80% of Canadians living within 100 miles of the 

United States. As a result, Canadians are far more conscious 

of the relationship than are Americans, and our bilateral 

issues are usually national issues in Canada, while they more 

often are regional issues in the United States-. Furthermore, 

there is an ambiguity in Canadian attitudes toward the United 

States. While Canadians are attracted to many elements of our 

culture and society and welcome their relationship with us, at 

the same time they are determined to maintain their own 

separate identity and not be overwhelmed by us.

With these general factors in mind, I would now like to 

say a few words about the current situation in Canada and the 

state of our relations. As you know, the Liberal Party of 

Prime Minister Trudeau currently governs Canada, having won a 

majority of 12 in the House of Commons in elections last 

February. With this majority, the Liberals will probably be 

in power for the next 4 to 5 years.
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More recently, the most important event on the domestic 
political scene in Canada has been the May 20 referendum in 
Quebec. Canada has a heritage of two distinct founding 
cultures which has no parallel here. For many years there has 
been substantial attention given to what the relation between 
the two cultures should be. The referendum was on a proposal 
by Quebec Premier Rene Levesque to negotiate with Ottawa a new 
relationship termed "sovereignty-association". That proposal 
was defeated by a vote of nearly 60%. Levesque was opposed by 
the provincial Liberal Party, headed by Claude Ryan.

With the decision in Quebec, the people of Canada now are 
turning their renewed efforts to resolving their 

constitutional differences. Canadian provinces already have 
far more autonomy than do our states. Nevertheless, and for 
different reasons, the provinces are also interested in 
constitutional change. Prime Minister Trudeau met with the 
ten provincial Premiers on June 9 and agreed to an intensive 
series of constitutional negotiations over the summer, 
culminating in a federal-provincial formal meeting 

September 8-12 to revise the country's federal structure. 
Trudeau has said that failure to reach substantial agreement 
in the September talks would be "a disaster" for Canada.

Recognizing that the national unity issue is vital to the 
future of Canada, the United States has followed with interest 
the events taking place to the north. However, we recognize 
that while we hope Canada will remain united and strong, these
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questions are internal issues which Canadians must decide
without outside interference.

Canada has emerged as the world's seventh ranking 
industrial power, with regard to the current state of the 
Canadian economy, it is expected to grow in 1980 at less than 
1%. Inflation will be held to about 10%, in part because 
Canada, as a net energy exporter, is insulated from increases 
in the costs of imported oil. Export industries will suffer 
as a result of an expected decrease in demand in the US. 
Unemployment should increase slightly, to about 8.5%.
However, a deep recession in the US could change this outlook 
substantially for the worse.

Current US-Canadian relations are now in excellent shape. 
The differences which prevailed during the Vietnam era have 
been put aside and our relationship can properly be 
characterized as warm and cordial. As I mentioned earlier, 
the United States and Canada share a broad range of global 
interests, and are active in cooperating in pursuit of those 
interests throughout the world.

Canada has been strongly supportive of the US on a wide 
variety of global issues. Canada gave strong support on Iran 
and Afghanistan from the beginning of the crisis in Southwest 
Asia, and took the lead in the boycott of the Moscow 

Olympics. Canada agreed in January to support the US partial 
grain embargo against the Soviet Union, and not to replace US 
grain withheld from the USSR. Canada has held to 3.8 million
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tons the amount of grain to be delivered to the Soviet Union 

during this Canadian crop year, which ends July 31. Americans 
will not forget the bravery of the Canadians who protected and 
aided in the escape of our six Americans from Tehran in 
January. Also, Canada implemented from the start informal 
financial restrictions on trade with Iran in concert with our 
major European allies and Japan. Canada attaches great 

importance to Allied unity and concerted action, and favors 
close consultation with the US and its other allies on the 
developing events in Southwest Asia.

As I indicated earlier, our joint inhabitation of this 
continent also involves us in a wide range of bilateral 

matters. Let me turn now to some of the current specific 
issues involved in US-Canadian relations, an area where the 
potential for unsettling our relations is greater, and 
therefore bears close watching.

East Coast Maritime Boundary and Fisheries Treaties

Last year the United States and Canada signed two treaties 
concerning the disputed boundary between the two countries in 
the Gulf of Maine and related issues involving mineral 

resources and fisheries. Current US-Canadian east coast 
maritime boundary differences have 'as their origin the 

extension of fisheries jurisdictions to 200 miles by both 
countries in 1977. The fisheries treaty covers fish stocks of 

mutual interest on the Atlantic coast including those in the 
disputed area. It would establish a US-Canada East Coast



Fisheries Commission for the management of many of the fish 

stocks, and would assign percentage shares to each country 

for each stock covered. In addition, the treaty provides for 

conciliation of disagreements and for ways of settling 

disputes through an arbitrator. The boundary treaty provides 

for settlement of the boundary dispute by referral to a 

special chamber of the International Court of Justice.

There has been substantial opposition in the Senate to 

approval of the treaties. Opponents have been critical of the 

permanent nature of the treaty, of the division of shares of 

some fish species, and of the treaty's provision for Canadian 

access to certain stocks off the US coast.

Recognizing that the treaties have encountered very 

substantial opposition, we are in touch with the Senate, with 

representatives of fishery interests and with Canada in an 

effort to work out an early and acceptable resolution of this 

important, matter. Failure to do so would have a serious 

adverse effect on our bilateral relations.

Alaska Gas Pipeline

In 1977 the US and Canada agreed to foster the 

construction of a pipeline to bring Prudhoe Bay gas through 

Canada to the US market. Most of the regulatory procedures 

have been completed, and early agreement on financing this $23 

billion project has become critical to continued progress.

The US builder envisaged financing the southern legs of 

the pipeline (from Alberta to California and from Alberta to
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the midwest) through the advance construction, or "prebuild" 

of facilities to carry increased Canadian gas exports. It was 
planned that transmission revenues would cover the

construction costs.

From the outset Canada was concerned that financing the 
technically complex Alaska segment might prove difficult, 

leaving Canada in the position of having authorized increased 

exports of Canadian gas to the US to facilitate a pipeline for 
Alaskan gas that might never be built. Accordingly, Canada 
seeks assurances that the entire line will be built before it 
will authorize additional gas exports and the construction of 
the "prebuild" facilities.

We are working with Canada to find a formula for the 
assurances Canada seeks. We are optimistic that the remaining 
issues can be resolved in the near future, and that it will be 
possible to move ahead on authorizing construction of the 
"prebuild" facilities within a short time.

Bilateral Air Quality Agreement

Following a request by Congress in October 1978, the US 

and Canada began consultations on the negotiation of an air 

quality agreement. We have met several times and have agreed 
on principles which would be included in an agreement. At 

this juncture we are considering the next steps to be taken to 
accomplish the important objectives we share in this area.

One of the major concerns prompting US interest in an air 

quality agreement is the desire to control Canadian sources of
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air pollution near the US border. Examples include the Poplar 

River plant just north of the Montana line, Atikokan near the 

Minnesota Boundary Waters Canoe Area and Nanticoke across Lake 

Erie from Cleveland. Air quality in Canada is under 

provincial rather than federal control, and Canadian 

provincial pollution controls are generally less stringent 

than US controls. There are, for example, no scrubbers 

required on coal-fired power plants or smelters in Canada.

On the Canadian side, a major motivation for concluding an

air quality agreement in the US is to reduce acid rain. Also, 

the US is itself interested in combatting acid rain (Acid 

rain is caused by a combination of sulfur dioxide with oxygen 

and water vapor, producing a mild sulfuric acid which returns 

to the earth in rain.) Although a recent study indicates that 

Canada generates at least half its own acid rain, it is a fact 

that the US produces 5 times as much sulfur dioxide as Canada, 

much of which originates in the middle-western and 

northeastern states, which are generally upwind from eastern 

Canada. Also, some of the acid rain falling in the US 

originates in Canada. The geological make-up of eastern 

Canada and parts of the US are particularly vulnerable to acid 

rain pollution, which in certain cases kills aquatic life and 

may be harmful to crops and trees.

We share Canada's concern about transboundary air 

pollution and acid rain, issues of vital importance to the 

people concerned in both countries. We wish to move ahead to
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develop an air quality agreement and have under consideration 

mechanisms to aid both countries in arriving at a workable 
agreement on this important problem.

US-Canadian Automotive Agreement

Until recent years the North American auto industry was 

unique. It was dominated by three manufactures of large cars 

to meet demand in North America. In Europe and Japan, 

production was principally of smaller cars, to satisfy demand 

in Europe and elsewhere. In recognition of Canada's interest 

in the North America auto industry particularly in the areas 

of trade, investment and employment, in 1965 the US and Canada 

concluded an agreement in this area. The agreement provides 

for duty-free trade in finished vehicles and

original-equipment parts in commerce between both countries. 

Two-way trade has increased from $700 million in 1964 to about 

$22 billion in 1979. This has resulted in substantial 

advantages for both countries in terms of investment, 

employment and economies of scale.

For several years Canada has suffered a persistent deficit 

in its automotive trade with the US. Last year's deficit came 

to $2.5 billion, a record high. This has caused some 

Canadians to question whether Canada is receiving a "fair 

share" of the benefits under the agreement. There is also 

concern in Canada that it may not benefit sufficiently from 

investment and R&D expenditures made by auto manufacturers to 

meet the increased demand for smaller cars.
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In  1978 th e  Candia n fe d e r a l gove rn m ent and th e  p ro v in c e  o f  

O n ta r io  p ro v id e d  th e  Ford  M oto r Company a $68 m i l l i o n  

in c e n t iv e  to  encoura ge  th e  comp any to  lo c a te  a $500  m i l l i o n  

p la n t  in  O n ta r io  r a th e r  th a n  O h io . T h is  b ro u g h t a US e f f o r t  

to  re a ch  agre em ent w it h  Canada on th e  us e o f  in v e s tm e n t 

in c e n t iv e s  in  th e  N o rt h  A m erican  a u to m o ti v e  s e c to r .  The US

and C anadia n Gove rn m ent s ha ve  c o n s u lt e d  s e v e ra l ti m e s  on

m u tu a l r e s t r a i n t  on in v e s tm e n t in c e n t iv e s .  Canada ha s a ls o  

exp re sse d  th e  d e s ir e  to  c o n s u lt  on th e  s ta te  o f  th e  au to  

in d u s t r y ,  in c lu d in g  o p e ra t io n  o f  th e  Auto  P a c t.  We e x p e c t

th a t  w i t h in  th e  n e x t few  we eks th e  f i r s t  o f  th ese  fo rm a l

c o n s u lt a t io n s  w i l l  ta k e  p la c e .

D efe nse  Is s u e s

The US and Canada ha ve  few d if f e r e n c e s  in  th e  d e fe n se  

f i e l d .  The N o rt h  A m erican A ir  Defe nse  Agre em ent re m a in s  a ke y 

e le m e n t in  th e  U S-C anadia n d e fe n se  r e l a t io n s h ip .  E a r l ie r  t h i s  

ye a r we agre ed to  e x te n d  f o r  one  ye a r th e  NORAD A gre em ent,  to  

a ll o w  ti m e  f o r  th e  S ta n d in g  C om m it te e on E x te rn a l A f f a i r s  and  

D efe nce o f  th e  House  o f  Commons to  c o n s id e r  is s u e s  in v o lv e d  in  

th e  NORAD A gre em ent.  There  i s  e ve ry  re a so n  to  b e li e v e  th a t  

th e  fo r th c o m in g  n e g o t ia t io n s  w i l l  r e s u l t  in  a new agre em ent 

fo r  an e x te n d e d  p e r io d  and a c o n t in u a t io n  o f  t h is  lo n g s ta n d in g  

c lo s e  d e fe n se  r e la t io n s h ip .

The C anad ia n  Gove rn m ent  annou nce d on A p r i l  10 i t s  d e c is io n  

to  pu rc h a se  th e  M cD onne ll D oug la s F-1 8A  as C anada 's  new 

f i g h t e r  a i r c r a f t  to  re p la c e  th e  e x is t in g  f l e e t  o f  o b s o le s c e n t
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fighters. The number of aircraft to'be purchased will be 

between 129 and 137 depending on arrangements now under 

discussion concerning the possible waiver of certain costs 

incurred by the US Government. Delivery of the aircraft is 

scheduled to begin in the second half of 1982, and will 
continue until 1989.

* * * * *

The questions I have described are illustrative of the 

many issues which are involved today in US-Canadian bilateral 

relations. There are many more, and I would be happy to try 

to provide any additional details which members of this 
Subcommittee may wish.

As I have noted, US-Canadian relations are close and 

friendly. I see no reason to expect that our shared view of 

global issues will alter significantly in the foreseeable 

future. Bilaterally the same priorities will continue to 

apply: energy, transborder pollution control, maritime

boundaries and fisheries and trade and investment. The close 

interdependence which exists between our two countries will 

inevitably bring clashes of interests. We must vigorously 

seek ways to resolve these issues to the mutual satisfaction 
of both countries.

While success or failure in dealing with individual 

problems is bound to have some broader impact on other issues, 

we must recognize that in a relationship as extensive and 

complex as exists between the US and Canada, there are real
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risks in drawing specific linkages between unrelated issues. 

Such a practice can give rise to a trade-off mentality that 

could greatly complicate our efforts to resolve individual 

issues, and would not serve us well in the long run. Further, 

our two nations clearly have the capacity to help or hurt one 

another, and this fact dictates caution and restraint in our 

relations. Our tradition of consultation, of prior 

notification on issues of importance to the other country and 

of genuine consideration of each other's concerns is of 

greatest value to us. In most cases we are able to resolve 

our differences by meeting them head-on, but when we are 

unable to do so it is strongly in our interest to isolate and 

minimize the area of conflict involved.

US-Canadian relations are in good shape, and are carried 

on in an atmosphere of mutual confidence. Given the broad 

range of our two nations' interests, it is understandable that 

we are challenged by individual differences, particularly in 

the bilateral area. We must remain vigilant to ensure that 

our differences are managed in the perspective of our broader 

relationship. This is significant not only for the two 

countries involved, but it sets an important example for the 

world of how two free, dynamic and complex societies can 

create a productive and cooperative relationship on the basis 

of mutual respect and consideration.
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Mr. Yatron. Th an k you , Secre tar y Ahmad, for an exce llen t sta temen t.
Do yo u an tic ipa te  a ny  change in our re lat ion ship with Ca na da  a fte r 

the  revi sion of the  Federal  str uc tur e?
Mrs . Ahmad. Of course , wi thou t knowing the  na ture  of such a 

revi sion , I  co uld no t be  specific or deta iled in response t o th at  question.  
Inasmu ch  as the  Ca nadia ns  are talkin g ab ou t a reo rde ring of their  
Fe deral  str uc ture , we would assume we would con tinue to deal  w ith  a 
Federal  Go vernm ent in Otta wa and th a t our relations as a res ult  of 
their  in ter na l changes would  n ot  ha ve  a ny  ch anges i n policy emph asis .

There  ma y be diff eren t mec han ism s by  which we ca rry  on specific

Fieces of busine ss, bu t th at would be more in the  rea lm of m ach ine ry,  would expect.
Mr . Yatron. W ha t like ly c hanges do we an tic ipa te in the  Fe de ral st ru ctur e revision?
Mrs . Ahmad. Well, I do n’t th ink it is for us to rea lly  an tic ipa te 

where they  are going to come out. We kno w the  kin ds of questio ns 
they  are address ing.  Th ey  have an  agreed  age nda  for cons tituti onal 
refo rm which includes a stat em en t of principles, a ch ar ter of r igh ts, a 
ded ica tion to  sha ring an d/or  e quali zat ion  oi the  red uc tio n of regiona l 
dispar itie s, repa tri at ion of the cons tituti on , resource  ownersh ip and  
interp rov inc ial  tra de , offshore  resources, fisheries , powers affect ing  
the  economy, com municatio ns— inc lud ing  bro adc ast ing , fam ily law, 
a new Up per Hou se involving the Provinces , and a Supreme Co urt. Th is is an agenda .

Mr . Studds. Are they  cre ating  a Senat e for them selves?
Mrs . Ahmad. Th ey  have  a Senate. Now  it  would be a new Up per 

House.
Mr. Studds. We could  have warned the m abou t th at .
[Genera l l aug hte r.]
Mrs . Ahmad. Well, thes e are the  que stio ns they  ha d agreed  to  

add ress, and  i t is real ly no t poss ible for me to predict  how they  would 
come ou t. We would an tic ipa te con tinued  good relations w ith  C anada. 
Cle arly , some of these a reas a re areas where  we do a lot  of bus ines s wi th 
each  oth er,  and  how they  str uc tu re  their  app roa ch to it,  of course, 
will have  some effect  on how we deal  with them.

Mr . Yatron. Al tho ugh you  me ntioned the risks of drawin g 
link ages between un rel ate d issues, would you  com ment on tra ding  
off the U.S.  tax pro hib ition  on fore ign con ven tion s for Ca nadia n 
adv ert ising  tax  exempt ions ?

Mrs . Ahmad. Well, Mr . Ch airma n, as you know, th at  is a linkage  
which has been proposed  here  in the  Hou se by  certa in Members  of 
Cong ress.  I t  has  no t been a l inka ge proposed by  the  U.S. ad mi nis tra ­
tion . I would repe at  wh at I said  in my  g ene ral sta temen t. There  is a 
grea t risk  in link ing unrel ate d issues.

The proponents of thi s measu re would probably argu e th a t they  
are no t to ta lly  unrelate d. Th e Presi dent has before him  or will hav e 
before h im th e need to decide on a 301 case under the  t rade  leg isla tion , 
and  one of the  re quest s of th e pe tit ion ers  is to hav e thi s l inkage. So, of 
course the Pres iden t will have  to add ress th at questio n.

Mr. Yatro n. H ow close are we to  a solution on the border broa d­
casting  res tric tions?
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Mrs. Ahmad. Well, Mr. Chairman, I wish I could say we are very 
close, bu t I do no t honestly believe tha t we are. There is substantial 
concern on the par t of our broadcasters with the Canadian measure, 
which, as you know, does no t allow Canadian taxpayers to deduct  as 
business expenses the advertising placed on foreign broadcast ing 
stations,  which, of course, has an effect on a number of stations along 
the United States-Canadian  border.

This has been on the books for some time. I t has been motivated in 
Canada by a desire to support its own broadcasting indust ry. The 
United States and Canadian Governments have discussed the issue on 
a number of occasions and have suggested t ha t the broadcaste rs also 
talk to each other and see if they can recommend to governments a 
solution.

I am not able to say at this time tha t we have a solution in sight.
Mr. Yatron. My colleague to the right wanted to know who is 

going to win the fight between Leonard and Duran in Canada.
[General laughter.]
Mrs. Ahmad. I don’t know the answer to that question.
Mr. Yatron. We are going to have a series of rollcalls very soon. I 

will call on my colleague, Mr. Studds, who may have a question a t this  
time.

Mr. Studds. Thank you, Mr. Chairman.
Firs t of all, I notice tha t Canada is still in the  Bureau of European 

Affairs, is that  right?
Mrs. Ahmad. Th at is correct.
Mr. Studds. I don’t suppose we should bother ourselves with the 

annual explanation for this.
Mrs. Ahmad. I don’t know. If you wish to be bothered, I would be 

happy to give you an explanation.
Mr. Studds. That is all right. I j ust observe tha t. I don’t know if it  

is in anyone else’s Bureau of European Affairs, probably jus t ours.
Mrs. Ahmad. In discussions with diplomats one encounters from 

time to time, if you get  into how their departments are organized, they  
lump us with the Japanese and all sorts of interesting things.

Mr. Studds. That is why Turkey is in the North  Atlantic. I under ­
stand there are very strange things tha t happen. I am sure, as you 
know, my principal concern right  now is with the east coast fisheries 
treaties.

I am delighted to see your disavowal, a t the end, of linkage. Some 
of the most recent publicity, particularly in the last few days, as you 
know, particularly emanating  from the Canadians, but  not jus t th e 
Canadian side, has at least suggested tha t there is a linkage between 
some kind of obligation on the par t of this country to ratify those 
treaties and the other important outstanding issues between the 
countries.

I think you are right in disavowing tha t as a general proposition, 
and I am delighted to hear that is still the administration’s policy. 
We don’t have much time now, and I will not ask you to defend or 
explain how in the world our negotiators managed to come away 
with a trea ty which I think is as lopsided as that .

I am saddened to see the importance the Canadians apparently 
attach to the efforts to get t ha t ratified in the  U.S. Senate. Apparently  
someone has not explained to Canada why tha t trea ty is on its face 
unacceptable to this country. I notice the person who has negotiated 
it has been rewarded by being named White House counsel.
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I don’t know wh at  th at bodes for the  Presi dent at  thi s po int , bu t 
as you know, we have  a bo undary dis pute which is the  source of the  
problem  there.  Th e two Na tio ns  hav e a dif ferent  way  of drawin g the  
line between the  economic zones in the  are a of George’s B ank, which 
is pro bably  the  riches t fishing gro unds on the  face  of the  Ear th . 
Logically, we n egotiate d a t re at y which calls for  in ter na tio na l ar bi tra­
tion of the  boun da ry  dispute.

That  is fine, and  I th ink eve ryone in bo th  Na tio ns  supp orts th at . 
W ha t I don’t un de rst and and  wish you  could  exp lain  to me is the  
logic beh ind an agreem ent  pen ding inter na tio na l arbi tra tio n of an 
ou tst andin g boun da ry dispute which is an yth ing othe r th an  int erim 
in na tur e.

As you know, the tre ati es  pro vid e for  a pe rm an en t allo cat ion  to 
Ca nada  of access to fisheries  and  managem ent dec isionma king  in 
fisheries th at , given ma ny  possible outcom es of the  arbi tra tio n,  ma y 
be ind isp uta bly  Ame rican . Yet , thi s tr ea ty  guara nte es  in pe rpetui ty  
Ca nadia n access  to and  ma nageme nt ove r stocks  which ma y very 
well tu rn  ou t in a m at te r of a few years  to be indisputab ly  A merican 
wi th no such possib le Ca na dian  claim.

How  do you  ju st ify  a trea ty  wi th th at kin d of a pe rm an en t asp ect  
pen ding an int erim resolu tion  of the bo un da ry  disp ute?

Mrs . Ahmad. Mr . Stu dds, you  star ted by  say ing you  wouldn’t 
ask  me to defe nd the trea ty . I will say  the tr ea ty  as nego tia ted  by 
bo th sides was conside red by bo th  Governments  to be fa ir a nd bala nced.

Mr . Studds. That  is wh at  bo the rs me.
Mrs . Ahmad. T he  dis advanta ges of pe rpetui ty  can  cu t bo th ways  

if the re are dis advanta ges.
Mr . Studds. N o. Excuse me. In  th at tr ea ty  they  do not. There  is 

no analogous gu ara nte e for the Americ ans  in the  even t we prevai l 
in the  dispute.  I t  is til ted  one way alone.

Mrs . Ahmad. I was speaking wi th respect to the oth er asp ects of 
the  trea ty  itse lf, the ma nageme nt of stocks  and  the  fishing rig hts  in 
the undis pu ted  area s, as well as------

Mr . Studds. Th ere  is no balanc e.
Mrs . Ahmad. In  any case, it  also has a prov ision, as you know , for 

revi sion  p erio dically  every  10 yea rs.
Mr . Studds. Yes. Ev ery 10 years , 10 pe rce nt with a maxim um 

reduct ion . W ha t I  am talkin g ab ou t is t he  “ in p er pe tu ity ” feat ure  of it .
Mrs . Ahmad. I recognized th at . I belie ve my  len gth ier  sta temen t, 

if no t my  sh or ter summ ary , ackn owledges  th is is one of the  things 
which has caused criti cism .

Mr. Studds. Because  of t he tim e, I apologize. I know it  is frus trat ­
ing to you , too. On page 7 you say th at reco gniz ing we hav e encoun­
tered subs tan tia l opposit ion, we are in tou ch wi th the  Sen ate , with 
rep res entat ive s of fishery int ere sts  and  with Ca na da  in an effort to 
work ou t a resolu tion on this mat ter.

Am I to infe r from  th at  th at the re is a possibility the  ad mi nis tra ­
tion ma y su pp or t some am endm ent s to the  trea ty  in the  Sen ate?

Mrs . Ahmad. I could n’t go beyond  my  sta temen t. I t is cor rec t to 
say  we are in tou ch w ith  how  we can  wo rk our w ay throug h thi s pro b­
lem. We do su pp or t the  tre ati es  as negotia ted .

Mr. Studds. There  is always the  hope the new Secre tary of State 
will bring a bro ader underst andin g of thi s issue, I assum e, th an  has 
cha rac ter ized the  Dep ar tm en t in the past.
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Mrs. Ahmad. Let me say the new Secretary of State has a keen 
interest in the subject.

Mr. Studds. I am glad to hear that .
[General laughter.]
Mr. Studds. Thank you.
Thank you, Mr. Chairman.
Mr. Yatron. Secretary Ahmad, I  would like to respectfully request 

tha t we take a recess for about 20 or 25 minutes because there is a 
series of votes on the floor. We will return shortly.

[Brief recess.]
Mr. Yatron. The subcommittee will resume the hearing.
Secretary Ahmad, along the same lines we were discussing, Canada 

has offered to waive any “Buy Canada” preferences with respect to 
federally funded programs affecting trains, subways, and buses if we 
will waive the “Buy American” preferences under the Surface Trans­
portation Act and Amtrak funding.

Would you care to comment?
Mrs. Ahmad. Yes; I  could address tha t briefly in a general way. 

Discussions are going on between the two Governments on this sub­
ject. The Canadian Government has expressed concern with the  “ Buy 
American” provisions of the Surface Transportation Assistance Act, 
and we did agree to discuss the question with them.

Various suggestions such as the one you mentioned have been en­
tertained , and it is my understanding tha t the discussions are ongoing. 
There is, of course, an objective on both sides to make sure that what­
ever trade-off is under consideration is a balanced one and the actual 
benefits to both sides would be the same.

I am not at all sure tha t in tha t ins tance they are, bu t this kind of 
discussion is going on, yes.

Mr. Yatron. What will be the implications for American investors 
in the event Canada implements Prime Minister Trudeau’s plan to 
empower the Foreign Investment Review Agency to examine the 
activities of foreign-con trolled enterprises?

Mrs. Ahmad. As you probably know, this agency has been in 
existence for some time, and it is correct tha t during the election 
campaign and other public statements, the current  Government of 
Canada indicated increased attent ion to this area and this tool. 
Canada’s area of concern is the degree of foreign ownership and in­
vestment in Canada.

We have as yet not seen enough in the way of explicit steps tha t 
this Government would take in carrying out those objectives to be 
able to say with certain ty how concerned we are; but we are con­
cerned because it is clearly an area of direct concern to our investors 
in Canada. The ones who are already there particular ly went there 
under expectations tha t the arrangements available to them at the 
time would be there.

We and Canada both are adherents to an OECD code which makes 
a commitment not to change the rules after the investment is made. 
With respect to  new ones, of course, tha t is a different situation. But  
so far we have not seen very many specific instances of action by this 
agency since the change of government, so we are not able to evaluate 
the impact it might have.

Mr. Yatron. What  is the status of the Quebec expropriation of 
General Dynamics Asbestos Corp.?

Mrs. Ahmad. I am no t up to date on t ha t issue. As I recall, there 
was a court action tha t was thrown out; therefore, where it stands

65-3 05  0 -  80 -  U



22

now I  don’t know. I think we would have to take tha t question and 
reply back to you.

[The material referred to follows:]
P o ssib le  E x pr o pr ia t io n  o f  t h e  A sbes to s C o r p .

The Pa rti  Quebecois has long held th at  the Government of Quebec should play 
a more active role in the asbestos i ndustry . In late  1977, Quebec informed General 
Dynamics t hat  it intended to buy the  company’s 55 percent  in tere st in th e Asbes­
tos Corp. Opposition parties in Quebec objec ted to the  proposed takeover on the  
grounds th at  it is economically unwise for the  government to become more in­
volved in the  troubled  asbestos industry, and th at  such a take over would cost 
far  more th an  i t is wor th in te rms of jobs and  o ther  economic benefits. Nonetheless, 
in June 1979 the  Quebec government passed a bill in the  Provincia l Assembly 
which gives i t the  author ity  to expropriate  the  Asbestos Corp, should efforts for 
a nego tiated set tlem ent  fail.

Nego tiations between  Quebec and the  company foundered over price. In an 
effort to stall action under the  expropriation law, General Dynamics obta ined  a 
Quebec Superior Court injunction in December 1979 preventing Quebec from 
tak ing  action  unt il the court had ruled on the constitu tionality of the  expropriation 
bill.

Mr. Yatron. Yes, if you could please reply to us on that . I 
unders tand the Canadians are concerned with the financing of the 
Alaskan portion of the natural gas pipeline. Would you provide some 
details on how tha t section of the pipeline is to be financed and the 
assurances th at they seek? 1

Mrs. Ahmad. I am afraid I cannot give you very explicit details 
because the m atte r of assurances is under discussion. I  believe there is 
Canadian  legislation now which requires the financing be assured, and 
the project is still, of course, in the early development stages, and the 
private  part ies involved have been having  discussions with each other 
with respect to the prepara tory phase.

But they have not and are not now in a position to be putt ing to­
gether an actual financing package, as I understand it, for the con­
struction itself. I think there is some understanding of tha t on the 
par t of people in Canada, and it is critical, from their poin t of view, to 
get s tarted on the earlier segments to be bui lt in Canada.

We are talking both a t the private party level and the Government 
level. The Department  of Energy has  the primary responsibility for us. 
The assurances the U.S. Government can give clearly are different 
than  what private parties can do and what Canada ultimately decides 
it needs in the  way of degree of assurances.

It  is for them to decide. There has been a substan tial amount of 
recent communication on this subject. We can, perhaps, give you 
some more detail later  if you are interested.

Mr. Yatron. That would be appreciated by the subcommittee. 
How do the Provincial air quality  standards of Canada compare to 
our Federal regulations?

Mrs. Ahmad. As you have correctly identified, the Provinces have 
more power in this area than  our States  do here. We have far more 
Federal control. Their standards are no t similar to ours. They do not  
have the same kind of requirements for new source emissions. They 
don’t require scrubbers on new plants, for example, the way t ha t we 
do.

They undoubtedly vary somewhat from Province to Province, 
and the Federal Government is in the position of handling this subject

1 See appendix.
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with us in coordination with the Provinces. I am sure that is one of the 
things they themselves will be looking at in the context of how we 
proceed to  a bilateral internat ional agreement where they can make a 
commitment similar to ours.

Mr. Yatron. Are they willing to improve their standards?
Mrs. Ahmad. Certainly. The people who are working this subject 

in both countries are looking to see how we can, in fact, improve the 
air pollution situation. If tha t requires a change in standards, it is 
something which neither of us has closed as a possibility.

Mr. Yatron. Would you care to comment further?  I know you 
referred in your statement  to  the air quality  agreements with respect 
to the acid rain  problem.

Mrs. Ahmad. Yes. Wha t we are proposing to do with Canada is to 
address the whole question of ambient air pollution, as well as the 
acid rain problem, with a view to negotiating an air quality  agreement 
between the two countries.

As you probably know, we have a water quality  agreement affecting 
the Great Lakes. That took several years to negotiate and sign and 
has subsequently been revised to reflect added information and 
experience.

We are in the very early stages with respect to air quality . It  is 
much more difficult because it is harder to know the exact source of 
long-range transportation of pollution. It  is hard to know where the 
acid rain is coming from. To be sure, you know what the effect is, 
what it is damaging, and to what extent, and so forth.

We are, as I  said, proposing to address all of these issues together, 
and we have had several discussions with the Canadians. Last  summer 
we issued a sta tement of principles tha t would govern our discussions 
and the ultimate agreement we would hope to negotiate.

We are righ t now talking  with them further about how to establish 
mechanisms in more concrete detail to provide for what we expect 
to be a lengthy and complicated negotiation. And we have a domestic 
concern about acid rain. As you probably  know, the President even 
has a committee to look at it. A good deal of the problem with respect  
to acid rain  is knowing more about the phenomenon so you can then 
make judgments about what you are prepared to do about it and 
what, in fact, you need to do about it.

Mr. Yatron. I am interested in the footwear trade as I have many 
shoe manufacturers in my district. What progress has been made in 
our negotiations with Canada to amend their quotas or to provide 
other compensation?

Mrs. Ahmad. My recollection of tha t subject is that the Canad ians 
did, of course, put quotas on in 1977, and we did have some discussions 
with them to see if something could be done to alleviate the impact 
on certain kinds of footwear. My recollection is something of that  
was done. But nevertheless, the quotas remain and they do affect us.

Our trade data  show for 1978 and 1979 U.S. exporters have suffered 
losses of sales. We have had numerous discussions with the Canadians 
on this, and their concern about their footwear industry is such that  
I am, frankly, not optimistic tha t they are going to do anything 
substantial in t ha t area.

So we are in the process of talking to them as trade policy people 
do about compensation in some other area. That won’t, unfor tunate ly, 
help the  footwear manufacturers in your  dis trict.
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Mr. Yatron. Could you outline for us our efforts to negotiate 
a tuna settlement, lift the embargo and prevent future boat  seizures?

Mrs. Ahmad. Y es, indeed. As you will recall, this issue became 
a serious one in the latt er par t of last year, late summer, I guess i t 
was. For a little  bit  of background, on tuna fishing off the west coast— 
this is off the west coast of the United States where the problem 
arose—the tuna  do not go significantly into Canadian waters in large 
numbers at any time during the season.

They are a migratory species, and most of our fishing is off the 
United States, Mexico, and other places. Last  year they did, however, 
go into Canadian waters, and the United States and Canadian laws 
on this are diametrically in opposition to one another. The United 
States views migratory species as not being within the purview of 
the laws of the coastal State, and Canadian law is the opposite.

Our law also allows our fishermen, if they do go in contrary to 
somebody else’s policy or law, and if they are seized or penalized in 
any way, to be compensated by the U.S. Government. A number of 
vessels did go in. They were seized by the Canadians, who felt com­
pelled to enforce their law. Then the  tuna did leave and have not been 
back in the area since. So, since that time, it has not been an immediate 
problem of activi ty of that kind.

The court cases for those who were seized, I believe there were 19, 
have not been resolved. A constitu tional question in Canada has been 
raised by the defense of the Americans who were seized. Their lawyers 
have raised constitutional questions.

In the meantime, we have recognized as governments tha t this is 
something that will n ot be resolved that way, and we have proposed 
to the Canadians we meet and discuss this issue with them to see if 
there is some way we can reach an amicable solution. They have  agreed 
in principle, bu t a date has no t been set.

Mr. Yatron. Would you review for us the various oil pipeline 
proposals for the northern tier States?

Mrs. Ahmad. I can review that for you generally. As you know, 
the northe rn tier States which used to rely comfortably on oil from 
Canadian mid western sources have, in light of changing circumstances, 
had to look and see where oil supplies might come from as Canada 
more and more needs to keep tha t oil within its borders.

There were three major proposals made and considered last year. 
One was an all-land route down from Alaska to the northe rn tier 
States. Two came from the west coast, one all through U.S. t erritory 
and one part ly through Canadian  territory and partly through the 
U.S. territory.

The President was presented with these three alternatives. The all- 
Canadian  one was far too uneconomic to be chosen, and the Presi­
dent then had before him the other two proposals. The situation 
at the moment is tha t the proponents—and these are all privately 
proposed lines—the proponents of the all-U.S. route have been told 
to go ahead and see what they can put  together, and in particular, 
the financing, and they have 1 year in which to do this.

Tha t year will be up in about 6 months, I believe, in November. 
If they have not been successful in doing so, presumably the alterna­
tive would be given more expeditious or serious consideration. My 
understanding is the proponents of both, in the meantime, would not 
be si tting idle; they would both  be looking to see what the financing 
situat ion is.
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There has been some expression of doubt th at  either one might be, 
because of the attractiveness of the west coast m arket for the  Alaskan 
oil, and the smallness, relatively speaking, of the market in the 
northe rn tier. But  tha t is by no means a firm conclusion. We are at 
this stage waiting to see what happens in the course of the remaining 
year available to the proponents of the all-U.S. line.

Mr. Yatron. With regard to the sale of nuclear fuel to India, what 
has been the Canadian position on our  proposal for the sale?

Mrs. Ahmad. I am no t sure I  can answer t ha t right  now, sir.
Mr. Yatron. Perhaps you can provide it for th e record a t a future 

time.
Mrs. Ahmad. Yes; I will provide it for the record.
[The materia l referred to follows:]

N u c lea r  F u e l  to  I ndia

The Government of Canada has not expressed an opinion to us with  regard to 
the President’s decision to supply nuclear fuel to the Tarapur reactors and to 
continued U.S. supplies of nuclear fuel to India. Following In dia’s nuclear explo­
sion in 1974, Canada termina ted its own nuclear cooperation with India.

It  should be noted tha t IAEA international safeguards apply to the U.S.- 
supplied fuel to the Tarapur reactors and to the Tarapur reactors themselves

Mr. Yatron. What are the prospects for United States offshore 
drilling and oil exploration in the Beaufort Sea area?

Mrs. Ahmad. As you may know, the Canadian interests have been 
ahead of us in some of tha t drilling, b ut there is certainly a positive 
outlook for U.S. drillers. The difficulty of the area, even though clearly 
there is something there to be found, the  conditions in that far north  
environment are such that it requires the use of very costly methods 
and equipment and so forth, so tha t it  is more a judgment for the drill­
ing companies.

But  at the same time, both Governments are also concerned that  
whatever activ ity goes on up there, tha t due regard be given to the 
environmental  considerations as well. We have had consultations 
with the Canadians on that . There are no governmental reasons tha t 
would dim the prospects for act ivity of this kind. Economics would be 
the determining factor.

Mr. Yatron. I have no further questions. I want to than k you 
very much for coming before the committee today. I want to apologize. 
You are competing also with King Hussein. That is where all of my 
members are.

Mrs. Ahmad. I bow.
[General laughter.]
Mr. Yatron. Some of the other members may have some questions 

they would like to submit to you in writing. I f we may, we would send 
them to you for your written  response.

Mrs. Ahmad. Certainly. I would be pleased to do so.
Mr. Yatron. Thank  you very much. You did an excellent job and 

we were pleased to have you here today.
Mrs. Ahmad. We were pleased to have the opportun ity. Thank you.
Mr. Yatron. The subcommittee stands  adjourned.
[Whereupon, at 3:20 p.m., the hearing was adjourned.]
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The subcommittee convened at 2:10 p.m., in room 2200, Rayburn 
House Office Building, Hon. Gus Yatron (chairman of the subcom­
mittee) presiding.

Mr. Yatr on . Good afternoon.
The subcommittee will now come to order.
Last  week the subcommittee examined our bilateral relations with 

Canada. Today, we are turning our attention to our southern neighbor, 
Mexico. Our re lations with Mexico are stronger now than they have 
ever been. Our cooperation on a wide variety of b ilateral issues which 
at times have been sensitive, has steadily improved.

While the all-impor tant issue of energy dominates the spectrum of 
our relationship, the  Mexicans also share our deep concern for reaching 
agreements in such areas as trade, border cooperation, pollution 
control, and immigration.

Since the strengthening of the Mexican-American consultative 
mechanism, substan tial advances have been made in all these areas, 
and I am confident tha t we can anticipate further progress in the 
future.

Our witness today plays a most important role in conducting our 
negotiations with Mexico. I  would like to welcome our distinguished 
former colleague from Texas, Ambassador-at-Large Rober t Krueger, 
U.S. Coordinator for Mexican Affairs, Department of State .

Ambassador Krueger is accompanied by Mr. Everett  E. Briggs, 
Director of the Office of Mexican Affairs, Bureau for In ter-Am erican 
Affairs, Department of State.

Ambassador Krueger, if you would like to summarize your  sta te­
ment, the full text will be entered into the record and we can then 
proceed with questions.

The subcommittee welcomes you today, Ambassador Krueger.

STATEM ENT OF AMBASSADOR AT LARGE ROBERT KR UEGER, U.S. 
COORDINATOR FOR MEX ICAN AF FA IRS, DEPARTMENT OF STA TE

Ambassador K r u e g e r . Thank you very much, Mr. Chairman.
I appreciate the opportunity to be before this distinguished sub­

committee, and would accept your invitat ion simply to summarize and 
to focus on a few particular items in our relationships with Mexico, 

(27)
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and  then  to answ er your  questio ns,  or those of any oth ers  on 
the  com mit tee .

I also have sea ted  by  me, Ro be rt Sla ugh ter,  my  staff ass istan t. If 
I should have some questions, perha ps Mr. Sla ughte r and  Mr . Briggs 
could address them.

Mr . Yatron. I  would  lik e to  we lcome Mr . Sla ughte r, also.
Am bassador K rueg er . Mr . Chairma n, as you  recognized in your  

opening  sta temen t, the fact  th at we have a 2,000-mile borde r wi th 
Mexico  makes  it  of pa rti cu lar importance to the Un ited Sta tes . I t is 
som etim es overlooked,  I th ink , th at the re are more people each day 
lega lly cross ing the  Un ite d Sta tes /M exica n bo rder th an  any othe r 
border a nyw here in  the world.

I th ink if a  h istor ian  were to look back a t the  rela tionsh ips  betw een  
our two cou ntr ies  some 20, 30, or 40 years  hence, ins tea d of focus ing 
on one or two phr ases by  Pre sidents,  Sen ators, Ambassadors,  and  
Gov erno rs, they  would ten d to  focus on the  fac t th at  we have th is 
ex tra ordina ry  numb er of people  peacefully , easi ly cross ing each  day.

We have  a basic atm osp her e of trus t betw een the two cou ntri es. If  
we look at  the volume of com mu nicatio n as it  is reflected in tra de , 
between 1977 and 1978, we saw a  30-perce nt increase  in  t rade  betw een  
the two countr ies . La st  y ear the re was a 4 6-p ercent  increase.  Looking  
at  tr ad e figures for  th is y ea r—fo r ex ample, thi s l as t A pril—we see t hat  
thi s A pril  we have a 5 0-perce nt increase  ov er April of la st year.  T hat  is 
tes tim ony, I believe, Mr . Ch airma n, to the un de rst andin g th at  exis ts 
between the  two cou ntr ies  and to an  ease of c ommunicatio n.

There  are special fric tion s and tens ions th at  can  o ccur between our  
two countr ies , and  some of these are  h isto rica l. Mexico  los t hal f of its  
te rr ito ry  to the Un ited Sta tes . Th e St ate which I come from, and  p ar t 
of which I rep resent ed in Cong ress,  was once  a p ar t of Mexico. Texas, 
New Mexico, Arizo na, Cal ifornia,  all, of course , were once pa rt  of 
Mexico.

There  rem ains a ve ry conside rabl e difference in per  ca pi ta  incom e 
between the two cou ntri es. I t has been s aid th at  p erh aps no othe r two  
cou ntr ies  in the  world  which border one anoth er  have such a wide 
dispar ity  in incom e as do the  Un ited State s and Mexico , where the 
pe r capi ta  di fference is ab ou t 7 to 1. Our economy is rou ghly 20 times 
the size of theirs.  Thus, ev ery thi ng  we do has  a profound effect  on 
them.

At  t he  same  time Mexico, in pa rt  because  of i ts  treme ndous energy 
discoveries, in pa rt  because  of the sta bi lit y and  s tre ng th  of its  Go ver n­
me nt,  looks  forw ard  to a very promis ing futur e. The Governm ent of 
Mexico expects  its  economy to grow in real ter ms  at  8 per cent pe r 
year,  af ter ad justm en ts for inflation, for the  next  decade.  If th at  is 
tru e, thei r econom y will more th an  dou ble in t he  ne xt decade.

Th ey  are  alr ead y the 11th  largest na tio n in the en tire world in 
terms  of populat ion , and  their  popu lat ion  is also increasing at  a con­
side rab le clip. Mexico has  ju st  com ple ted  a census, and the result s of 
th at census are no t ye t in, but they  are  int ere ste d in viewing their 
own popu lat ion  g row th,  and  seeing th a t they  g row at  a slower  r ate,  if 
they  can , th an  they  have  in times past.

We hav e, then , ce rta in  tens ions th a t autom ati cally  exis t between 
two  n ati ons th at rub up  again st each othe r because there is always a 
chance  in suc h circumstance s for  fric tion . There  is also a chance  for 
increased  com municatio n.
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As one who has a small piece of land in eas t Texas, I recall what  it 
was like when a man, whom I border up next to, and whom I seldom 
see—I looked over to his land recently, and I saw an oil well pumping 
there, and I thought that it was high time that  I visited him, and 
reminded him of what good friends we had been all these years.

Sometimes, Mr. Chairman, Mexico feels a b it that way. They feel 
as though they, perhaps, did not receive any special atte ntion  from the 
United States  until recently. Importa nt as energy is, energy for the 
United States, it is even more im portant for Mexico.

Let me say categorically and unequivocally t ha t the U.S. relat ion­
ship with Mexico is vastly more important than  anything that involves 
simply the  fact  of energy, because it is tremendously important to us 
to have a positive neighbor on our immediate border, one interested 
in the development of its people, one committed to representa tive 
government as Mexico is. Tha t, I think, is very, very impor tant, far 
more important than  the minerals tha t exist on either side.

I would simply conclude, Mr. Chairman, by observing tha t when 
President Car ter first came into office, the first foreign head of sta te 
whom he invited to Washington was President  Jose Lopez Portillo. 
The two Presidents of our two countries have met more often than  
any previous United States and Mexican Presidents in t ha t period of 
time.

The Presidents established something called the consultative  mech­
anism, which is an umbrella governmental group that allows govern­
mental representatives from various agencies within the Mexican 
Government, and within the U.S. Government, to meet on a regular 
basis. They meet in areas like energy, trade, finance, industry, legal 
affairs, border  cooperation, and tourism.

This consulta tive mechanism, as was indicated by Presidents Carter 
and Lopez Portillo, was to be the basis of our relationship and of our 
negotiations in the time ahead. I t was because President Ca rter wished 
to give a high priority—and also a unity—to policy toward Mexico 
tha t the position of U.S. Coordinator for Mexican Affairs was estab­
lished, a position which I am the  first to hold.

The position is not simply a position within the State Depar tment . 
I t is a position t ha t is intended to coordinate all areas of U.S. Govern­
ment policy, through the consultative mechanism in particu lar, bu t in 
all areas concerning Mexico. T hat is what I have been at work on.

While the news tha t reaches the papers is not always good, because 
there is not always complete agreement between the two countries, I 
believe that the basic substance of the  relationship between our two 
countries is good, and the outlook positive.

I appreciate the interest  of your subcommittee in United States - 
Mexican relations, and I appreciate your invita tion to be here with 
you today. Thank you.

[Ambassador Krueger’s prepared statement follows:]

65 -3 05  0 - 8 0 - 5



30

P repared Sta te me nt  of Ambassador  At Large R obert K rueger , U .S .
Coordinator F or Mex ican  Aff ai rs  

Since Mexico and the United States are intricately 
entwined by a host of linkages and interrelationships, the 
domestic problems of one country often have considerable 
impact on the other. Mexico presents a particular challenge 
to the U.S.’Government, because the issues have both for­

eign and domestic implications and a plethora of domestic 
interest groups and government agencies are affected.

President Carter marked the importance he attaches to 
U.S.-Mexican relations by inviting the Mexican President to 
make the first State visit under the Carter Administration.
During this February 1977 visit the two presidents agreed to 
establish the U.S.-Mexico Consultative Mechanism to better 
manage the relationship through cooperation and consultation 
on a broad range of issues. At their meeting in February 
1979 the two presidents directed that the Consultative Mech­
anism be reorganized and strengthened and that it focus on: 
energy, trade, finance, industry, tourism, migration, border 
cooperation and law enforcement. The President subsequently 
named me to be U.S. coordinator for Mexican Affairs and Exec­
utive Director of the Consultative Mechanism. Under the 

chairmanship of the Secretary of State, I direct U.S. participation 
in the Consultative Mechanism and work closely with our new
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Ambassador to Mexico, Dr. Julian Nava.
Several sharp differences over aspects of the Iranian 

crisis gave rise at the end of 1979 to a public perception 
of deterioration in U.S.-Mexican relations. In fact, re­
lations with Mexico under the reorganized Consultative 
Mechanism have been quite positive in recent months with the 
natural ips agreement and a third successful Presidential 
visit last September, and in 1980 with a natural disasters 
agreement, a major sale to Mexico of U.S. agricultural com­
modities formerly earmarked for the Soviet Union, agreement 
of a joint marine pollution contingency plan and the final 
capping of the runaway Ixtoc I oil well, progress on border 
sanitation agreements, progress on a revised treaty on the 
return of stolen vehicles and aircraft, expanded air routes 
and increased tourism as a result of a new, broad civil 
aviation agreement, and continued close cooperation on nar­
cotics control.

The main issues in our relationship include trade, 
energy, migration, and border affairs. I would like to 
describe the current status of those issues and also say 
something about tourism, narcotics cooperation, the problem 
of stolen vehicles and Mexico’s more active role in multi­
lateral and regional questions, particularly in Central Am­
erica.
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Trade

Trade with Mexico, our fifth'trading partner, is as­
suming increasing economic and political significance. Ac­
cording to Department of Commerce statistics, total trade 
in 1979 reached $18.7 billion— $9.8 billion U.S. exports 
and $8.8 billion U.S. imports— an increase of 46% over 1978. 
Since the U.S. is Mexico's largest source of imports and 
its major export market, our trade policy actions have a 
heavy impact on the Mexican economy.

Our trade relations with Mexico are in a state of un­
certainty, resulting from the Mexican recent decision not 
to join the General Agreement on Tariffs and Trade. This 
decision nullified the agreement on tariff concessions which 
we concluded with Mexico last December under the Multilateral 
Trade Negotiations after five years of tough negotiations. 
Mexico's non-adherence to the Code of Conduct on subsidies/ 
countervailing duties will encourage CVD petitions by U.S. 
industry. The bilateralization of our trade with Mexico 
will doubtless require protracted trade negotiations.

We look forward to continued expansion in trade with 
Mexico but it appears that the growth may be slower than 
what might have been expected with GATT adherence and the 
MTN agreement. While we would have preferred to deal with 
our important trade with Mexico in a multilateral and tech­
nical context through the GATT, we await Mexican proposals 
for bilateral trade negotiations with much interest.
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Energy
Mexico's large oil and gas reserves— 50 billion bar- 

rals proven and 200 billion potential— are its most impor­
tant and readily exploitable resource. Given our geographic 
proximity the U.S. is the logical market for Mexican hydro­
carbons and last year we imported over 80 percent of Mexico’s 

oil exports’. However, in response to domestic concerns 
that Mexico is becoming overly dependent on the U.S. the 
Mexican government is seeking to diversify its energy 
customers. While our percentage will decrease in the 
future, planned Mexican production increases should result 
in somewhat greater oil imports to the U.S. this year and 
next (up to 730,000 pbd.).

In September 1979 the U.S. and Mexico finally 
reached agreement on a natural gas deal for which negotiations 
began in 1977. Shipments amounting to 300 million cubic 

feet per day began in early 1980.
We understand Mexico's objectives of using its energy 

resources at a rate which will promote that country's
economic and social development. We want to be a good customer
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paying a fair price for the oil and gas Mexico chooses to 
export. We understand the economic and political reasons 
for diversification and believe that new, expanded contacts 
can contribute to the recognition of Mexico’s place in the 
world community and improve its relationships with the U.S.

Migration
The complex issue of Mexican migration is being dealt 

with by the Select Commission on Immigration and Refugee 
Policy— consisting of representatives from the Administration 
Congress.and the public; by the two governments through 
the Consultative Mechanism; and by the Administration as a 
whole in protecting the human and civil rights of un­
documented workers. All of these efforts are complimentary.

Instead of enacting the Administration’s comprehensive 
1977 legislative proposals, Congress established the Select 
Commission on Immigration and Refugee Policy which is 
scheduled to report its findings, along with policy, admin­
istrative and legislative proposals early in 1931.

In February 1979 President Carter and Lopez Portillo 
agreed for the first time to cooperate closely to find a 
realistic and long-term solution, one which would respect 
the dignity and human rights of undocumented workers and 
which would take account of the many social, economic and 
development issues involved.
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In both the February and September 1979 presidential 

meetings, Lopez Portillo expressed Mexican concerns over 

mistreatment of Mexican undocumented aliens in the U.S. 

President Carter has emphasized his responsibility to enforce 

our nation’s immigration laws but committed himself to 

safeguard the constitutionally-graranteed rights of all 

persons in our territory. The Administration has taken a 

number of steps to guard against abuse of these rights.

The Migration Working Group of the Consultative Mech­

anism has agreed on the following work program, now underway: 

joint training sessions for U.S. and Mexican immigration 

officials, exchange of information and research including 

joint review of methodology of a major Mexican migration 

study, cooperation against undocumented alien smugglers, and 

improving channels of communication to ensure high human 

rights standards in the treatment of undocumented workers.

Border Relations
The uproar over the so-called "tortilla curtain," which 

was more a symbolic than substantive issue, has largely 

abated. According to the scaled down plan, work on short 

stretches of existing and replacement fences began in June 

1979 and is expected to be completed this year. There con- 

tinue to be periodic disturbances, especially in the Tijuana 

San Ysidro sector, but cooperation between local authorities
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is generally good.
Opening new border stations and bridges, and in par­

ticular, environmental issues have predominated in recent 
bilateral meetings on border questions. Significant progress 
was made on these questions at a January 1980 meeting of 
the Border Working Group in Mexico City.

The two governments propose to open an urgently needed 
border inspection station at Otay Mesa to relieve existing 
facilities for San Diego-Tijuana eight miles to the west, 
and to serve new development in the area.

We have concluded an agreement with the Mexicans on 
disaster assistance in border areas. Progress is being 
made on agreements for the return of stolen vehicles 
and aircraft and procedures for confrontation of witnesses 
in Mexico whose testimony may be admitted in U.S. criminal 
trials.

The International Boundary and Water Commission, a 
model of border cooperation, has been assigned"responsibility 
for planning and monitoring works to correct five problem 
areas where Mexican sanitation wastes are polluting waters 
entering the United States. The Commission expects to reach 
agreement for two areas this year, and meanwhile the Mexican 
Government has taken interim steps at each location to 
reduce hazards while permanent solutions are being devised 
and agreed upon. The Commission is also studying means to
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avert controversy over competing exploitation of border 
underground water basins, and over utilization of three 
streams crossing the Arizona boundary and not yet allocated
between the two countries.

U.S. and Mexican environmental experts recently met 
in El Paso, Texas under the two-year did cooperative 
agreement concluded between our Environmental Protection 
Agency and its Mexican counterpart. Important understandings 
were reached on subjects such as air pollution and the 
transportation and disposal of hazardous wastes.

The Border Working. Group held its third plenary session 
three weeks ago. The two sides reviewed the full range 
of bilateral cooperation programs along the border which 
also include activities by the Department of Health and 
Human Services and its counterpart Mexican ministry in 
cooperation with the Pan American Health Organization and 
the Border Health Association, educational and cultural 
exchanges, and exchanges of information and experiences by 
the U.S. and Mexican agencies concerned with housing and 
urban development. A new procedure relating to applications, 
studies and approval for border crossings and international 
bridges was discussed.

Near-agreement has now been reached on a joint marine 
pollution contingency plan, which would provide for co­
ordinated responses by our two governments for future in-



cidents, such as last year's Ixtoc I oil well blow out.
Also at the JUne 1980 meeting, the Coordinator for the 

Mexican Commission for the Development of the Border
Zones and the U.S. Federal Co-Chairman of the Southwest
Border Regional Commission explained to other Working 
Group members the functions, goals and objectives of their 
respective economic development plans.

Tourism

Tourism is an important issue in U.S.-Mexican re­
lations not only because tourist money is important to 
both countries, but because the experience of tourists 
influences mutual perceptions. Revenues from tourism have 
provided almost 40 percent of Mexico's total export earn­
ings with U.S. visitors accounting for between CO and 70 
percent of that amount. While tourist income is only five 
percent of U.S. export earnings, approximately 25 percent 
of U.S. touri?.m earnings come from Mexican tourists, whose 
expenditures are especially important in U.S. ski resort 
and border areas, as well as in areas with growing Hispanic 
populations.

The Tourism Working Group under the U.S.-Mexico Con­
sultative Mechanism met in San Francisco in June 1979 when it 

established working parties on statistics,
training, development of tourism to third countries,
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and tourism facilitation;
recommended the creation of a new sub-group 
within the U.S.-Mexico Quadripartite Commission 
to deal with border tourism;
requested that airlines consider a new pricing 
regime for flights between the two countries; 
and called for the development by 1982 of the Otay 
Mesa border crossing.

The 1978 air transport agreement with Mexico has led 
to an increase in service with the U.S. and to some
lowering of fares. The,main problem in implementing the 
agreement has been the Mexican fear of low U.S. fares and
U.S. domination of the routes.

Other tourism controversies include the balance of
trade in tourism and the U.S. Tax Reform Act of 1976. Al­
though the U.S. insists the balance of trade in tourism fav­
ors Mexico, the Mexicans disagree, but without statistics 
to support their claims. Mexicans resent the provision of 
the 1976 U.S. Tax Reform Act restricting U.S. travelers to 
two tax deductible overseas conferences each year. The 
Mexicans, along with the Canadians, have pushed for an ex­
ception for their countries or for the Western Hemisphere.

Narcotics Control
The U.S.-Mexico cooperative anti-narcotics program has 

stressed two approaches. The most extensive has been the cu r tailing
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of Mexican heroin entering the United States. We estimate 
that some 1% tons of Mexican heroin entered the U.S. last
year.

The cooperative U.S.-Mexico law enforcement program is 
conducted primarily through exchange of intelligence and 
joint investigations by the Drug Enforcement Administration 
and its Mexican counterparts. U.S. officials do not par­
ticipate in'actual arrests or other direct Mexican law
enforcement activities.

This joint Mexican-U.S. cooperation has resulted in 
the immobilization of many major international narcotics 
traffickers. In 1979, Mexican police seized 5 heroin lab­
oratories and 102 kilograms of heroin and opium. These lab 
and drug seizures— only 25% of comparable'seizures the pre­
vious year— demonstrate the diminished supply of Mexican 
narcotics.

A major element of U.S.-Mexico law enforcement cooper­
ation has been the Janus Program. Initiated in 1976 by the 
two governments, Janus is a system whereby violators in one 
country can be prosecuted on the basis of court evidence 
from the other. To date, at the request of the U.S. Depart­
ment of Justice, the Government of Mexico has pursued 68 
Janus cases. As a result, 36 traffickers are presently im­
prisoned, with 17 fugitive warrants outstanding. The re­
maining cases are currently under Mexican judicial process.
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In 1978/9, heroin from Mexico is estimated by DEA 
to have comprised less than 45% the total entering the 
United States, compared to 90% in 1975. Present indications 
point to a continuation of this favorable trend.

Stolen Vehicles
An estimated 10-20,000 stolen U.S. vehicles (automo­

biles, aircraft, etc.) are transported to Mexico each year. 
It is likely that many of them enter the Mexican domestic 
market in violation of tax and duty requirements. In 1978, 
120 vehicles were recovered from Mexico through the 1936 
Convention governing their return and through administrative 
releases authorized by Attorney General Flores. Continued 
and expanded cooperative efforts between the U.S. and Mex­
ico are required if the flow of stolen vehicles is to be 
reduced. To this end, the Legal Affairs Working Group has 
been developing a new treaty governing the return of stolen 
vehicles and aircraft. Both sides are now very close to an 
agreed text. We have been assured that Mexican approval 
can be expected momentarily.

Multilateral and Regional Issues - Central America
On multilateral and regional issues, Mexico and the

United States sometimes take different positions. Mexico's 
election to the UN Security Council last year amounts to
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recognition of Mexico's increasing importance on the world 
scene. Again, we differ on some international issues in 
the UN but by and large enjoy a good deal of cooperation in 
areas such as UN reform and disarmament. Mexico traditionally 
has felt constrained from playing a predominant role in 
the Caribbean and Central America, due to her policy of 
non-intervention. This is changing somewhat, particularly 
in Central America where Mexico broke relations with 
Somoza before he was overthrown by the Sandinistas. In 
general, Mexico shares with the United States the goal of 
a stable, healthy, non-extremist Central America. Through 
the OAS and the UN, Mexico has generally pursued a policy 
similar to ours toward Nicaragua. The Mexican Government 
has maintained a "wait and see" attitude toward El Sal­
vador, preferring not to grant the same degree of support 
to the Revolutionary Junta as we have.
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Mr. Yatron. Thank you very much, Ambassador Krueger, for an 
excellent, well-balanced statement.

Mr. Ambassador, would you outline for the subcommittee the 
function of your office? It  is my understanding that your task is 
basically here in the United States.

Ambassador K rueger. Mr. Chairman, tha t is correct. The position 
of coordinator was established, on the one hand, to take direct re­
sponsibility for the consultative mechanism by serving as executive 
director oT the consultative mechanism, and secondly to seek to 
coordinate all areas of the U.S. Government, all agencies, in united 
policy toward Mexico.

For example, right now Ambassador Reuben Askew and I have 
been given responsibility by the President for pu tting  together trade 
negotiations with Mexico. Earlier I was involved in natu ral gas 
negotiations with Mexico. ;

As we will all remember with a certain amount of pain, several 
years ago, U.S. companies in Mexico sought to reach a natu ral gas 
agreement, and the Mexican Government felt that one was reached. 
The United Sta tes Government turned it down. There was some pain 
involved in reestablishing negotiations, although they were reestab­
lished, and we did then reach a na tura l gas agreement.

I would like to feel that the multi-agency participation, including 
the participation of my own office in the negotiations, was helpful in 
achieving that accord, which was important both in energy terms, 
and as a symbol of agreement between our two countries.

One can also recall the instance of the Tortilla  Curtain , as i t was 
called, when construction was about to begin on a new fence between 
the two countries. There was, I think  i t is fair to say, no coordinated 
U.S. policy with regard to tha t fence.

It  is the desire of the President to have an individual in Washington 
responsible for U.S. policy toward Mexico, prepared to work with all 
departments  of our Government. I see the role of the Ambassador-at- 
Large and U.S. Coordinator as being, in a sense, the person who is at 
the Washington end of the Washington/Mexico City bridge.

This is not to say tha t we do not need someone in Mexico City. 
We clearly do. Our new Ambassador there has all of the powers th at 
would normally be given to any ambassador resident in the country, 
and he will, I  believe, fulfill th at position with great distinction. But 
the two roles are separate roles.

Mr. Yatron. Who handles the negotiations for United States 
policy in Mexico?

Ambassador Krueger. It  depends, Mr. Chairman, on the format 
for those negotiations. As the normal representa tive for the Presiden t 
of the United States in Mexico, the Ambassador resident in Mexico 
would carry communications from our Government.

On the other hand, as I indicated earlier, I was assigned along with 
Reuben Askew the responsibility for putt ing together trade negotia­
tions with Mexico. When the consultative mechanism group meets, I 
meet with some of those consultative mechanism groups involved in 
those negotiations, whether they are in Washington or in Mexico.

Mr. Yatron. Was your post established by executive order, or a 
memorandum?
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Am bas sad or K ru eg er . I t  was establ ished by  a memo ran dum from 
the Presi dent,  and  I believe th at I have a copy  here , if you  would  
like  to have one. I would be ha pp y to leave it  and  make it  a pa rt  of 
the record.

Mr. Yatron. T ha nk  you.
[The  me mo ran dum refe rred to follows :]

T h e  W h it e  H o u se , 
Washington, Apri l 26, 1979.

Memorandum for: The Secretary of Sta te;  The Secre tary of the  Treasury ; The 
Secre tary of Defense; The Atto rney  General ; The Secretary of th e Inte rior;  
The Secre tary of Agriculture; The Secretary  of Commerce; The Secretary of 
Labor; The Secretary of Heal th, Education , and Welfare; The Secretary of 
Energy; The Adm inist rator of the  Agency for Internatio nal  Development;  
The Director of the  Office of Management and Budget; The Assis tant to 
the  President for Nat iona l Securi ty Affairs; The Assis tant to the  President 
for Domestic  Affairs and Policy; The Director of the  Office of Science and 
Technology Policy; and The Special Representat ive for Trade Negotiations .

From : The President.
Subject: Coord ination of U.S.  policy toward Mexico.

In  view of th e increasing domestic and  in tern atio nal  importance of our relations
with  Mexico, and  of the intensity and complexity of those relations in the  years 
ahead , I have  decided to take steps to improve  our abil ity to address effectively 
all issues which affect U.S. relations with  Mexico.

To ensure th at  all U.S. policies toward Mexico, and all actions directly or 
indirectly  affecting Mexico, promote basic U.S. nat ional interests and are con­
sis tent w ith our overall policy toward Mexico, I  ask:

th at  each of you accord a high prio rity  to any and all ma tters within 
your jurisdiction affecting Mexico, consciously giving good relations with 
Mexico a continuing high prio rity  in your  thin king and plann ing; and

th at  all proposed  actions, which have  an effect on Mexico, be carefully 
coordinated so as to be consis tent with  overall U.S. policy toward Mexico, 
and based on the  fullest possible p rior consultat ion with  t he  Government of 
Mexico.

To achieve this  fundame ntal  Admin istration-wide object ive of establi shing a 
sound, long-term relationship with Mexico, I hereby  direct the  following measures: 
1. U.S. Coordinator for Mexican Affair s

I am nominating Rober t Krueger as Ambassador-at-Large  and  United  States 
Coordinator for Mexican Affairs to assist me and  the  Secre tary of Sta te in the 
development of effective n ational policies toward Mexico and in the  coordination 
and implementation of such policies. Mr. Krueger will also serve as Chai rman of 
a new Senior Inte ragency Group on U.S. policy toward Mexico and as U.S. 
Execu tive Director for the  United  States-Mexico Consulta tive Mechanism.

As U.S. Coordinator, he will be responsible for ensuring th at  U.S. policies 
toward Mexico, and all other U.S. activitie s which affect Mexico, are developed 
and conducted  in a coherent, flexible man ner and  are fully consis tent with  our 
overall  policy objectives  towards Mexico. More specifically, Mr. Krueger will be 
responsible, to the  fullest extent permit ted  by law, for:

Development and formulation of U.S. policy toward Mexico;
Review and  coord ination of any and  all U.S. Government programs and 

activ ities  th at  affect United  States-Mexican  relations, whether directly or 
ind irec tly;

Managem ent of U.S. par ticipat ion  in the working groups establ ished  under 
the United  States-M exico Con sulta tive Mechanism, ensuring also th at  any 
existing  overlapping entit ies are inte gra ted  in to the  process or a ltered as may 
be necessary to avoid dupl ication;

Advice to myself, the  Secre tary of Sta te and  other Cabinet officers and 
Agency Heads and  the  U.S. Ambassador to Mexico on the  effects of con­
tem pla ted  action s by any agency of the  Government on our relations with 
Mexico; and,

Ini tia tion of repo rts and recom mendations  for app ropriate courses of 
action, including periodic reports to me on major developments  and issues. 

The  Coordinator  will be located in the  Depa rtment  of State. The Director, Office 
of Mexican Affairs, Dep artm ent  of S tate , will serve as Deputy Coord inator . The 
Coordin ator ’s staff may include personnel assigned on non-reimbursable details 
from other agencies and departments .
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2. Senior Interagency Group on U.S. Policy Toward Mexico
1 am establishing a Senior Interagency Group on U.S. Policy towards Mexico 

to be chaired by the  U.S. Coordinator, to assist in the  development, review and 
coordination of U.S. policies toward Mexico and othe r U.S. activ ities or policies 
which might affect U.S.-Mexican relations. Committee  members will include 
representa tives  f rom: Agriculture, Commerce, Defense, Energy , Inter ior, Justice, 
Labor, State,  Treasury, Agency for Internatio nal  Development, Office of the  
Special Rep rese ntat ive for Trade Negotiations,  Nat iona l Securi ty Council 
Domestic Policy Staff, Office of Science and  Technology Policy and othe r agencies 
as necessary. Rep rese ntat ion will be at the  level of A ssistan t Secretary or above.
I ask t ha t you designa te prom ptly  th e senior official who will serve as your repre­
sentative on th e Inte rage ncy Group and th at  you tak e a personal and continuing 
interest in these mat ters .
3. Consultation

The first and most imp ortant  agreement th e Pres iden t of Mexico and  I recen tly 
reached was to consult closely in the development and implementaion of all policies 
and activit ies affecting both countries.

It  is my firm in tent ion to meet this commitment. The prim ary ins trum ent  will 
be the U.S.-Mexico Consultat ive Mechanism, which Pres iden t Lopez Porti llo 
and I agreed to strengthen. The Secretary of Sta te will continue to chair the  
Consultat ive Mechanism for the  United States. The  new Coordina tor will se rve 
as its Executive Director.

To rationalize our work and  assure th at  all issues are addressed in timely 
fashion, we have  agreed with the  Government of Mexico to  rest ructure  the  Con­
sul tative Mechanism, based on eight join t working groups, at  the  sub-Cabinet 
level, covering: Trade, Tourism, Migration, Border  Cooperat ion, Law Enforce­
ment, Energy, Finance-Industry-Development, and  Mul tila tera l Consu ltations. 
The Mixed Commission on Science and Technology will also funct ion under the  
Consulta tive Mechanism. Secretary Vance has  been in touch with  you d irectly on 
plans for organizing and implementing these working groups.

* * * * *  * *
I ask th at  you provide  full cooperation and assistance to Secretary Vance and  

Mr. Krueger  in carrying out the ir responsibilities. The strengthening  of policy 
coordina tion, and of U.S. relation with  Mexico, is an important domestic as well 
as foreign policy prior ity.

T h e  W h it e  H o u s e , 
Washington, D.C. , Ju ly 11, 1979.

Memorandum for: The Secretary  of Sta te;  The Secretary  of Treasury; The Sec­
retary  of Defense; The Atto rney  Genera l; The Secretary  of the Interior;  The 
Secre tary of Agriculture ; The  Secre tary of Commerce; The Secreta ry of 
Labor; The Secretary  of Health, Education , and Welfare; The Secretary  of 
Energy; The Adm inist rator of the Agency for Intern ationa l Development; 
The Direc tor of the Office of Management and Budget; The Assistan t to the  
Pres iden t for Nat ional Security Affairs; The Assis tant to the  Preside nt for 
Domestic Affairs and Policy; The Direc tor of the  Office of Science and 
Technology Policy;  and The Special Represen tative for Tra de Negotiations.

Subject: Coordination of U.S. policy toward Mexico.
On F riday , Jun e 22, 1979, th e Pres iden t nominate d Rober t Krueger as Ambas-

sador-at-Large and U.S. Coordinator for Mexican Affairs. The att ached memo 
from the  Pres iden t places Mr. Krueger’s nom ination in the  context of overall 
U.S. policy ob jectives toward Mexico and  describes the  role of the  Coordinator  in 
the  formu lation and  imple mentation of policy.

Zb ig n ie w  B r z e z in s k i.

Am bassador K rueg er . Th e memo ran dum,  Mr. Ch air ma n, is a 
memo ran dum of Apri l 26, 1979, from  the  Pres iden t to the Ca bine t 
and  certa in othe r high executive bran ch  officials.

Mr. Yatro n. On the  failure of the Mexican Go vernme nt to sign  
the GA TT  agreem ent , would you  agree th a t it  is  good pol itics for the  
Mex icans to dis tan ce them selv es from  the Un ite d State s, while  it  is 
good po litic s in the Un ite d State s to have  good r ela tio ns  w ith  Mexico?
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Am bassador K rueg er . Mr . Ch airma n, th a t is one of the problem s 
th at we co ns tan tly  face in Un ited State s/M exica n relatio ns and  th at  
is t hat  I  be lieve  fo r m ost  U.S. pub lic officials i t is in heren tly  a pos itive 
th ing to demo ns tra te the  efforts at  good relations wi th Mexico, bu t 
because  of the his tory  of the  rela tions betw een  our two cou ntr ies , it  is 
sometim es im po rtan t for certa in Mexican pub lic officials to show a 
ce rta in  am ou nt  of  d istanc e from  the  U.S .A., no t because they  wish to 
have  bad relations wi th the  U.S.A., bu t sim ply  because  they  wish  to 
be recognized as they  deserve to b e : as an  ind epe ndent , pro ud, strong 
na tio n, cap able of m aking it s own decisions.

Th ere  are  some people, I would say , in Mexico who pa rti cu larly  
feel th a t no t eve ryone wishes  to see closer r ela tions wi th the U.S.A . I 
belie ve bas ica lly the peop le in the co un try  do, and  I believe bas ical ly 
the  officials of the  Mexica n Governm ent wan t to hav e good relatio ns 
wi th the U.S .A. , but they  wa nt  to make certa in th at their own 
independe nce  is recognized, and  th at I th ink we should un de rst an d.

Mt . Yatron. Would you  com ment on the  effect of the  Mex icans 
fail ing to sign the agre eme nt?

Am bas sador K ru eg er . M r. Chairma n, we, in  th e U.S. Governm ent, 
fel t th at  i t would make tra de  n egotiations and  tra de  b etw een  the two 
cou ntr ies  easier if Mexico were to en ter  GA TT .

GA TT  has been the general  framework under which the  Un ite d 
St ates  has con ducted its  int ern ati on al tra de  f or a long per iod  of time , 
and those cou ntr ies  who en ter  GA TT  by  enter ing  agree  to engage in 
progres sive  tari ff reduct ions.

The Presi dent of Mexico ind ica ted , whe n he ann ounce d his decision 
no t to en ter  GA TT  at  thi s time, as he pu t it,  th a t the pr ot oc ol fo r 
en ter ing  GA TT  offered Mexico ext rem ely  favora ble  term s. He  did 
no t feel th at they  were offered unfav ora ble  concessions by  the  Un ite d 
State s, their p rincipal tra ding  p ar tner . But  th ere  wa s opposition inside 
Mexico tow ard  enter ing  GA TT.

On the  one ha nd , the re was opp osi tion amo ng the certa in grou ps 
th a t do no t wish  to  see closer relations wi th the Un ite d State s, and  
they  fel t t hat  to  enter  G AT T would tie  Mexico too much to the Un ited 
State s. We did no t feel it  would . On the othe r hand , there  was oppo­
siti on from  ce rta in business and lab or g roups who fe lt t hat the Mex ican  
economy, bein g one-twe ntieth  the size of the U.S. economy overall, 
mi gh t be swamped by  the Un ited Sta tes . Clearly , for un de rst andable 
reasons , they  did no t wa nt  to see th at .

We belie ve th at tra de  would have gone  more easi ly had Mexico  
dec ided  to en ter  GA TT . The Un ite d State s, let  me emphasize, in no 
wa y sou ght to  bring  pressure on Mexico. We do n’t hav e the capacit y 
to  bring pres sure , rea lly,  on Mexico. We recogn ize Mexico to be an 
ind ependent na tio n.

While some would occa sionally  like to  suppose th at  the  U.S. Gov­
ern men t somehow is capable of b ringing broad p ress ure,  or is engaged  in 
try ing to  bri ng  pressure on othe r governments, in my  experience we 
rea lly  brou gh t none. We let  Mexico know  th at  we fel t th at it  would  
ma ke  our tra de  easier.

Th e two  cou ntr ies  worked for  a long period of tim e to tr y to work  
ou t the  acco rd, but in the  end, Mexico  decided th at , given the  differ­
ence in thei r technolo gica l pos ition a t thi s time vis-a -vis  the  Un ited 
State s, it  would no t be in their in ter es t to en ter  GA TT  at thi s time .
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Mr. Yatron. Does the nonad her enc e of Mexico to  the Code of 
Co nduc t on Sub sidies’ cou nte rva ilin g duties presen t the gr ea test da n­
ger  to our tra de  rel ations with Mexico?

Am bas sador K rueg er . Yes, it  does, Mr. Ch airma n, bec ause ha d 
Mexico en ter ed GA TT , it  would  have  been far more difficult for  the 
cou nte rva ilin g duties to have been  imposed  as a res ul t of a pe tit ion 
by  any manufac turer in thi s co un try  who fel t th a t he had a com pla int  
again st Mexico.

Now,  with ou t Mexico ’s bein g a member of GA TT , Mexico does 
no t have the prote ction  it  otherwise would hav e, and countervailin g 
du ties can  more easi ly be impo sed and pe rha ps  will be more rea di ly  
imposed.

Mr . Yatro n. Also in the are a of tra de , would you up da te  th e sub­
com mittee  on the con trover sia l subje ct  of winte r veg etab les?

Am bassador K ru eg er . There  are perenn ials , Mr. Ch air ma n, in 
Un ited State s/M exica n relations, and it  seem s th at the quest ion  of 
winte r veg etable s has be en a so rt of p erennial quest ion .

In itiall y, wha t happened was t ha t ce rta in  U .S. growers, pa rti cu larly  
tomato grow ers, bu t also grow ers of winte r veg etable s in gen era l, 
pr im ari ly sit ua ted in Flo rida, brou gh t a comp laint again st Mexican 
growers, ind ica tin g th at  in  their  jud gm en t M exic an tom ato es a nd oth er 
veg etables were being sold “a t less th an  fai r va lue ” in the Un ite d 
Sta tes .

T hat  com pla int  was ini tia lly  brou gh t to the  Dep ar tm en t of the 
Tr easury  la st  year. Tr easu ry  fou nd th at th ey  were n ot  sel ling a t prices 
th at were too low—in othe r words, at  un fai r prices. The preli mi nary  
decis ion was then  passed  on to Com merce thi s year.  Com merce essen ­
tia lly  r end ere d the  same decision.

To ma toe s and  w inter veg etable s repres en t one of the  la rgest e xport s 
Mexico  has  to thi s co untry . This  tra de  is in excess of $200 million a yea r. 
Wint er veg etables rep res ent a ve ry  lab or- intensiv e prod uc t, which is 
ve ry im po rtan t to  Mexico, which ha s com bined unem plo ym ent and  
underem plo ym ent of ab ou t 45 percen t.

Th is was an  im mensely im po rta nt  m arke t f or Mexico. Indeed, mo st 
of these tom ato es and  winte r veg etable s were grown sim ply  for  the  
U.S.  marke t, man y of t hem n ot  g row n at all to be sold inside Mexico.

Th e U.S.  Go vernm ent reac hed  a decis ion th at these were no t being 
sold at  un fai r prices. T hat  decis ion is now going to be chal lenged, I 
believe, in ou r court s by  the  grow ers who ini tia lly  brou gh t the com­
plain t. At  thi s tim e, the com pla int  was  tu rned  down by  the U.S.  
Governm ent, and  so it  h as  b een  take n to the  cou rts.

I migh t me ntion, Mr . Chairma n, th at we are no t only ag ric ult ura l 
importers, but also ve ry larg e agric ult ura l exporte rs to Mexico. The 
Un ited Sta tes , I thi nk , was very fo rtu na te  th a t when we placed  the  
emb argo  on the  sale of gra in to the Sov iet Union , Mexico in tu rn  
bought some 4.8-miUion me tric  ton s of addit ion al gra in, coming to a 
to ta l am ount of 7.1 -mill ion metric  t ons of gra in, wh eat, sorghu m, com , 
soy beans, and  oth ers . The refo re, Mexico rep res ents a v ery , ve ry  large 
marke t for our ag ricultura l pro ducts , ju st  as we repres en t a ve ry  large 
marke t for  t hei rs.

Ind eed , whe n Secre tary Bergland was prese nt for  t he  s igning of thi s 
accord for  Mexico to pur cha se the larg e am ounts  of gra in,  he men­
tion ed at th at tim e in a pub lic stat em en t th at he recognized the need
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of Mexico to sell its agricultural products to us, ju st as we need to sell 
our agr icultural products to them.

We look forward to future agricultural sales to them. It  was because 
of the very important agricultural relations  between our two countries, 
Mr. Chairman, tha t when I met with President Jose Lopez Portillo 
about 2 months ago, I asked him about establishing a working group 
on agriculture under the consultative mechanism.

He concurred, and we are now in the process of establishing an ag­
ricultural working group so tha t we will be able to deal with tha t 
question, because we have such extraord inary agricultural technology 
and expertise, so tha t they can learn from us and we, in turn,  can 
learn from them. There are certain products in which Mexico, I 
believe, has the lead on us in agriculture, and I think that the two coun­
tries can learn from one another.

Mr. Yatron. So progress is being made.
Ambassador K rueger. I believe so.
Mr. Yatron. Thank you, Mr. Ambassador.
Mr. Derwinski.
Mr. Derwinski. Thank you, Mr. Chairman.
Mr. Ambassador, I appreciate your  statement. I have gone through 

it the best I  can, and I would just like to skip around, if you would not 
mind.

Firs t of all, if I understand correctly, in answer to the chairman’s 
question, you stated  tha t this was the only s ituation we have where 
you have a unique role in addition to the role played by our Am­
bassador?

This is the  only position of its kind in Sta te or in our Government?
Ambassador Krueger. I did not say that , but I believe tha t is 

true.
Mr. Derwinski. Based on your experience, would you recommend 

tha t we have a similar structure, let us say, dealing with Canada, 
where all your statistic s on trade and mutual  interest  might just  as 
appropriate ly apply?

Ambassador Krueger. It  might very well be appropriate, Mr. 
Congressman.

Mr. Derwinski. If I may jus t check one fact here. You were 
confirmed by the  Senate in late October, as I recall.

Ambassador K rueger. I believe it was late October. I was sworn 
in in November.

Mr. Derwinski. Since then, according to your recollection, how 
much time have you spent in Washington, in Mexico, or in Texas, 
whichever the case might be?

Ambassador Krueger. The majori ty of the time I have spent in 
Washington. I have gone to Mexico, I would say, roughly every 6 
weeks or something like that , b ut for only short periods of time.

Mr. Derwinski. H ow many meetings have you had with the Secre­
taries of State  or the Presidents since you have had this assignment?

Ambassador Krueger. With the Secretary of Foreign-----
Mr. Derwinski. With our Secretary of State.
Ambassador Krueger. I am not sure, half a dozen, or 8, perhaps, 

10. I am not  sure. Those would be priva te meetings in addition to the 
twice-weekly meetings tha t roughly 40 or so of the people at the upper 
level of the State  Depar tment  have with the Secretary.
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Mr. Derwinski. Going over the problem areas tha t you have 
encountered, is there an outstanding problem between the United 
States and Mexico a t the present time?

Ambassador K rueger. In my own judgment, Mr. Derwinski, the 
sort of overarching problem in our relationship is the problem tha t 
relates to the movement of undocumented workers across the  border. 
It  seems to me tha t that is the largest overall problem that is likely 
to be with us in the long term.

It  is not a short-te rm problem. I t has been with us in various dimen­
sions for a long period of time. I t is not  likely to be resolved overnight. 
But I believe tha t it must be addressed. The administration  sent up 
legislation in 1977, and the Congress decided, in turn, not to act on 
tha t legislation, but to establish a special select committee on immigra­
tion policy to s tudy the matter, and to make a report next year.

Mr. Derwinski. Do you recall what used to be called the Bracero 
program?

Ambassador K rueger. I do.
Mr. Derwinski. In your judgment,  would a restruc turing of a 

program similar to tha t alleviate this migration and border pressure?
Ambassador K rueger. Mr. Derwinski, I am happy to respond to 

your question, and there comes a point where I would wish to separate 
a personal view from official adminis tration policy. If I might make 
my personal observation, and this would be an observation different 
from the view that I held when I was a Member of the House.

It  seems to me that it is impossible for any country over a long 
period of time to have very large numbers of people present in the 
country without  proper documentat ion, without the country knowing 
of their existence. I don’t know of a house, or a home tha t can open 
at any time to everyone. I don’t th ink tha t a country can either over 
the long haul. Thus, I think  tha t we will have to work out a system 
whereby those people who are in this country are known to be in this 
country.

The old “Bracero” program had problems because, among other 
things, the workers themselves did not receive full protection  in this 
country. They were subject to exploitation, to misuse. There was a 
sense th at they had no leverage in terms of dealing with the employers 
in many cases. So the program was dropped by the Congress, I believe, 
in 1965.

If there is to be any new program whereby some people would come 
into this country  to work on a temporary basis, it is my personal 
judgment  that such a program could exist only if we also had other 
aspects of the program. Those aspects  would have to include some sort 
of guarantee tha t our Mexican-Americans would not  wind up suffering 
discrimination.

For example, if someone named Derwinski or Krueger went to seek 
employment, and did not have to show tha t he was a U.S. citizen, 
but someone named Gutierrez or Gonzalez did, I would find tha t 
unacceptable.

Thus, I think tha t we will have to have some system whereby if 
there is to be any agreement for certain people to work here on a 
temporary basis, and if there would have to be some system involving 
any sort of indication of national identi ty, it must be required of all 
people, rathe r than only of some people.
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I th ink th at  we c anno t have a pro gra m th a t would have tem porar y 
employees in thi s co un try  unless th a t pro gra m also included some sort 
of punis hm ent for employe rs who hire d peop le who are here  illega lly. 
I say  th at  because otherwise why  should someone go abou t the  legal 
process of g ett ing pro per documents for working  here, if someone else 
can  come here and  wor k wi tho ut them?  That  sit ua tio n would  exist  
unless the employer  were penalize d for hir ing  someone who is here 
illegal ly.

Mr . D erwinski . H ow could he be penalized, if he was discovered 
to have  illegals,  and  you  had impo sed the pro tec tio n you  ear lier  dis­
cussed for Tex ans  of Mexica n heritage?

If  you did no t pe rm it the  emp loyer to scrutiniz e the  iden tit y of the 
ind ividual,  how could  t h a t emp loyer be prote cte d from  the  prob lem  of 
hir ing  i llegals?

Am bassador K rueg er . I  th ink th at wh at you would have to hav e 
is som e sor t of in dic ation  of U.S. citiz enship  th a t would be req uir ed of 
all people. In  o ther  words , at  the  ini tia l po int  of e mployment, any one  
seeking employment , wheth er he is nam ed Der win ski  or Gonzalez,  
would have to show adequate docum ents ind ica ting th at  he was a 
U.S. citizen. If  the  emp loyer had rece ived  suc h a doc ument , then  he 
would be pro tec ted . If  he had no t req uir ed such doc uments, he could 
be fined.

Mr . D erwinski . H ave you  had a chance  to stu dy  the  problem s in 
Califo rnia and  Arizona , as well as those in Tex as, the borde r cross ing 
and  illegal migra tion?

Am bas sad or K rueg er . Yes Mr . Derwin ski.  I went up in a borde r 
pa tro l hel icopter at  San  Ysid ro, outside of San Diego, Calif ., and  the  
nigh t on which I went up the re were 20 bo rder pa tro l gua rds  who on 
th at evening  captu red 497 undocume nte d workers , ju st  abou t 25 for 
each one, and  th a t was cons idered a low nigh t because  the river was 
high.

Th ey  were captu red , and  ma ny  of the m were take n to the  official 
cross ing point , and  then  they  could come down the fence, 30 yards  
down th e line, a nd th ey  could  hope to sne ak  back  in again, and  pe rhaps 
no t be app rehend ed.  I t  is one of the few sit ua tio ns  th a t I would ever  
describe  as a kin d of th ea te r of the abs urd .

Mr . D erwinski . Mr. Ch air ma n, I have some  oth er questions. I 
appre cia te your  cour tesy. I will t ur n it  back to you  at  this  poin t.

Mr . Yatron . T ha nk  you,  Mr . Derwin ski.
Mr . Am bassador, would you  com me nt on the  rep or t toda y in the  

Wash ing ton  Po st th a t Mexico has  bo ug ht  400,000 metric  tons of r aw 
sugar from  Cu ba  for the  f irst  time, and  fu rthe r sales could  be boosted  
in ba rter  t rad e?

Am bas sad or K rueger . M r. Ch airma n, I ju st  drove in to Washing­
ton , and  I  have  n ot  read  my  m orn ing  P ost. But  I  th ink if the  c once rn 
is M exican  re lati ons  wi th Cu ba, I can  comment quite  br iefly  on  those.

Mexico was, I believe, the only  co un try  in this  hem isph ere th at  
nev er engaged in emba rgo of Cu ba  af ter Cast ro ini tia lly  came to  power. 
Mexico very mu ch values its relatio ns with eve ry co un try  in this  hem ­
isph ere , and has  always con tinued  to have relatio ns with Cuba,  even 
whe n othe r cou ntri es hav e no t had them.

The refo re, it  comes to me as no pa rti cu lar surp rise  th at they  w ould  
work ou t an arr angeme nt for the pur cha se of pro ducts  from  Cu ba,
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because they  have had contact with Cuba for some period of time, and the President of Mexico will very shortly be visiting Castro in Cuba.Mr. Yatron. Much was said about the halting  of the proposed gas contrac t by former Secretary of Energy Schlesinger. W hat would be the price today if tha t con tract had been approved?
Ambassador Krueger. Mr. Chairman, I am delighted that you asked tha t question because I must say that while I certainly had many differences with Secretary Schlesinger when I was in the Con­gress, in this instance I believe tha t he was exactly right in not going along with the contract itself, although perhaps the  manner in which it was handled was not the best for our bila teral relations.
If tha t initial contract had been approved in 1977, the starting price at  th at time for gas was $2.60, but  there was an escalator on the price of natu ral gas which kept the  natural  gas purchased from Mexico in price conformance with the Btu  equivalent price of No. 2 fuel oil in the New York harbor, and tha t would make it today about $6 per thousand cubic feet, whereas the gas that  we are actually receiving from Mexico is $4.47.
So we are buying gas at  a high'price, but  a t a lower price than the Btu equivalent of oil, and at a lower price than  we would be paying if the initial deal had gone through. I think tha t Mr. Schlesinger de­serves credit for recognizing that  the escalator made it an unattra ctive contract for U.S. consumers.
Mr. Yatron. Would you also bring the subcommittee up to da te on the court actions pending on the Ixtoc oilspill?
Ambassador Krueger. Mr. Chairman, the U.S. Government would like, of course, very much to be able to sit down and talk  to Mexico about tha t oilspill. We indicated that in August of last year, and we would still like to have discussions with them.
The Government of the United States has never sued the Govern­ment of Mexico. W hat the U.S. Government has done is to bring an action in court against SEDCO, the U.S.-owned and U.S.-based com­pany, which was contracted to provide the drilling equipment for this well.
The United States took an action in court against SEDCO because SEDCO, in turn , had brought what we might call a preemptive action saying that anyone who wished to bring a complaint against them had to do it by such and such a date. So the U.S. Government, to p rotec t its own rights, brought an action against SEDCO.
SEDCO late r impleaded Permargo, the company in Mexico that was contracted  to do the drilling itself, and also impleaded PEMEX.  So to break it down, we have the U.S. Government. We have Permargo, a private ly owned company in Mexico, tha t was contracted by PEMEX, the state-owned oil company in Mexico, to do drilling of a well, and Permargo, in turn,  contracted with SEDCO to provide equipment, and perhaps some drilling advice as well. So you have several different units.
The United  States brought an action agains t SEDCO. SEDCO, then in turn , impleaded Permargo and PEMEX,  and by so doing, in effect, SEDCO was saying, as I understand it—and I am no t an attorney— 

that they did not feel fully responsible for whatever happened, and hence any action brought against them would also be an action brought against Permargo and PEM EX if the court found Permargo and PEM EX responsible.
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I believe th at th at is a fai r st atm en t.
Mr . Yatron. I n wh at way  will new exp and ed oil and gas contr ac ts 

co ntr ibute  to  the  r eco gni tion  of Mexico ’s place in the  world?
Am bassador K ru eg er . Oil is the  grea t hope of t he Mexican econo my 

for the  f utu re . If the  Un ited St ates  did  n ot  g et one dro p of oil or gas, 
we stil l ou gh t to be abs olu tely delighted for Mexico as a coun try , for 
the  people  of Mexico as h um an  beings, th at  t he y hav e a p oss ibil ity for 
prosperity now th at did no t lie wi thi n thei r reach before.

The ach ievements of PEM EX  and  the  Lopez Portil lo admin ist ra­
tion in develop ing their  oil reserves—bo th ach ievements hav e been  
ex tra ord ina ry.  Ju st  before  Pres iden t J ose  Lopez Portil lo took office in 
Dec ember  of 1976, t he  proven  rese rves  of oil and na tu ra l gas in Me x­
ico were 6 billion barrels . Jor ge Diaz Ser rano , the  head of PE M EX, 
believed  those no t to be a full and acc ura te accoun t, and  had new 
est imate s run , which indicated th at  th e re serves were 11 billion barre ls.

Tho se rese rves  were confi rmed by  DeGo lye r & McN augh ton , prob ­
ably the fore most geological assessment firm,  and  thus  we can  say  
th at  the re were 11 billion bar rels of pro ven  rese rves  in Decem ber  
1976, and we can compare  th a t wi th 37 billion bar rels  in the U.S .A.  
On March  18, they  ann oun ced  50 billion bar rels of pro ven  oil and 
gas  r eserves.

So in 3% yea rs, dep end ing on which reference you use, they  either 
quadrup led , or they  octupled their reserves . Th is means  th a t Mexico, 
if it  chooses  to be, can  be one of the wor ld’s ma jor  ene rgy  pro duc ers  
in the  yea rs ahead. But  Mexico is very conc erned to deve lop its  re ­
sources in such  a way  th a t it  will no t bring excessive inflation, and  
in such a way  so as no t sim ply  to suck their  wealth qui ckly ou t of 
the  ground , and  spend their  money  for con sum ption ra th er  th an  for  
job -creat ing  industr ial  in fra str uc ture . So it  does rep res en t Mexico ’s 
grea t hope.

Car lo Fuentes , a n ovelis t in  M exico , has  refe rred to oil as the “d ark 
semen in  a lan d of b rok en h opes  an d p rom ises.” I t  rea lly  con nec ts v ery , 
very deeply  and psyc hologica lly wi th the  ve ry id en tit y of the  peop le. 
Th ey  take  grea t prid e in the PE M EX , and  grea t pride in the fact  
th at they  are the  owners of such va st  reserves.

I mi gh t obse rve th at  the very da y on which the  oil indu st ry  was 
na tional ized, Marc h 18, rem ains a na tio na l holida y tod ay .

Mr. Yatron. On the  su bje ct of m igration, in o ur i nterpa rli am en tary  
meeting in 1979, the Mexican delega tion  rais ed the  issue of mi gran ts 
being 'he ld in jai l for  length y periods of tim e to be  able  to  te sti fy  ag ain st 
traff icke rs.

W ha t steps,  if any , hav e been tak en  to ha lt  thi s practic e?
Am bas sad or K rueg er . M r. Ch airma n, the re is a very rea l problem 

for U.S . law enforceme nt officials wi th regard  to ge tting  some one to 
tes tif y again st wh at are called “c oyotes,” the  people  who m ake  m one y 
by  brin ging peop le across  the  bo rder illegally.

The va st major ity  of people who are appre hen ded  here are sim ply  
take n .back to the  border. There  is no t even to my  knowledge , a 
reco rd ma de of their being here . Th ey  are simply  take n back to the  
borde r and rele ased again .

Wh en certa in  ind ividuals  are fou nd who are in a positi on to tes tify 
again st the mid dleman, the  coyote who brings across  peop le and  who 
is pa id for it, then  of course they  hope to have thes e people in co ur t 
to tes tif y again st such people, and thus  they  have to hold the m h ere .
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We are well aware tha t our court system is very clogged in this 
country, and consequently many people are sometimes held. But  it 
is rather difficult to turn  these people loose. They cannot be turned  
loose inside the United States on their own recognizance because they 
are here in violation of the law. If they are sent back to Mexico, i t is 
not likely tha t they would come back here to testify against these 
people.

So it  is my understanding th at the possibility of using television and 
of taking taped  testimony is now being explored by the Justice D epart­
ment in order to prevent undue interference to the people who are 
in this country. But it does pose a problem.

I would like, with your permission, to ask the two people who are 
sitting at the desk with me if there are some other things that I have 
perhaps overlooked mentioning.

Fine. This is as much as we know.
Mr. Yatron. Mr. Derwinski.
Mr. Derwinski. Thank you, Mr. Chairman.
On the energy front for a moment: What is the Mexican policy 

on nuclear power?
Ambassador Krueger. Mexico would like to expand its nuclear 

power. They have begun the construction of some nuclear power 
facilities. They are dependent for their electricity part ly on hydro­
electric power, and partly  on nuclear power. While they have vast 
oil and gas reserves, they would like to expand their nuclear power.

Mr. Derwinski. Any equipment, major purchases they make, have 
they been making them from the United States for nuclear technology 
or elsewhere?

Ambassador K rueger. Both, Mr. Congressman, the United States  
and elsewhere.

Mr. Derwinski. Have they run into any of the problems such as 
has surfaced between the United States and India, the United States 
and Pakistan, and so forth?

Ambassador Krueger. I would like to look to my assistant here, 
because I think tha t they have had certain problems, b ut I am not 
sure whence those problems arose.

Would it be possible for him to testify directly?

STATEM ENT OF ROBERT SLAUGHTER, SPE CIA L ASSISTA NT TO TH E
AMBASSADOR AT LARG E AND COORDINATOR FOR MEXICAN
AF FA IRS

Mr. Slaughter. Thank you, Mr. Derwinski.
The Mexicans have had some questions about some of the require­

ments on nuclear technology transfer, and nuclear supply transfer 
from the United States. The fi rst-generation Mexican plant is United 
States. The Mexicans are, I understand, talking with some other people 
about nuclear technology: the Swedes, the Canadians, and perhaps the 
French.

We could supply some more direct information for the record, but 
generally the Mexican Government has  shown an interest in diversi fy­
ing energy sources in the future beyond just oil and gas, and they do 
apparently intend to do more in the area of nuclear  energy.

Mr. D erwinski. I f there is any impasse or controversy between our 
Government and the Mexican Government on transfer  and sale of 
technology, t ha t is what I would be curious about.
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Can I jump  to tou rism for a mi nu te,  Mr . Am bassador?  Th is issue, 
which you note in yo ur  s ta temen t, of the  two tax ded uct ible overseas  
tri ps  a year , which caused  comments  over t he years  by  Mexic an as well 
as Ca nadian  officials.

In  view  of yo ur  serv ice in Congress, and  now se rvice  in  th e executive 
branch, do you  th ink a prac tic al legi sla tive  cure  could  be deve loped?

Am bas sador K rueg er . Mr . Der win ski,  I am no long er in the  posi­
tio n of provid ing  pra ctica l legisla tive  cures unles s it  has official ad ­
minist ra tiv e support . I would no t wish to get  crossways with the  
gentl em an  who app oin ted  me.

I th ink th at  it  is c lear ly a m at te r of im portance  to  Mexico to hav e as 
larg e tou rism as the y possibly can. We provide the  overwhelming 
source of their tou rism . Th eir  tou rism has  prospe red , and  I suspec t 
th at it  w ould pro spe r e ven  mo re if t he y were able  t o have m ore fav or­
able  tax  tre atmen t. I do n’t th ink th at the re is any do ub t abou t th at , 
and  it  un doub ted ly exp lains Mexico ’s in ter es t in it.

I t is im po rta nt , too, to observe  th at we are rec ipient s of Mex ican  
tou rism ju st  as they  are rec ipient s of our  tourism .

Mr. D er wi ns ki . Goin g ba ck to the  p ioto col , do yo u h ave  a Mex ican  
coun ter pa rt?

Am bas sad or K ru eg er . T here is no precise c ou nterpa rt on the  Mexi­
can  side. There  is one person  in the  Foreign Office who is responsible 
for all of Nor th  America.  I work wi th him more  fre quen tly  th an  any  
othe r individua l. Bu t the Mexican Go vernm ent is designed diff eren tly 
from  ours , and  he does no t have  the  dir ect coo rdinat ing  role with 
various agencies th at  my  own positi on includes.

How ever , I would  also observe  th at for Mexico , rou ghly 70 percen t 
of their  i mp ort s come from  the Un ite d State s, and rou ghly 70 perc ent  
of th eir  exp ort s go to the Un ite d Sta tes . The Un ited St ates  looms very, 
ve ry larg e, necessar ily, in their  to ta l foreign relations and  in all their  
comm erce.

Mr. D erwinski . In  othe r words, your  relations are in a degree 
unofficial to the exten t th at the  str uc tures of diplomacy do n ot  specif­
ical ly apply  to your  official con tac ts?

Am bas sad or K ru eg er . No ; I did no t s ay th at  a t all. Th ey  certain ly 
are no t unofficial.

I don’t th ink th at  there  i s an yth ing th at  r equ ires  two  g overnments  
to  hav e prec isely ide nti ca l pos itions.

Fo r exam ple, when it  came tim e for an agricultura l sale, I picked 
up the phone and called  the Secre tary of Com merce of Mexico and 
told  him  th at  we were int ere ste d in selling gra in,  and  we under stood 
th a t they  had a strong need  to  bu y gra in, because the  Secre tary of 
Com merce in Mexico is the ma n charged with the  responsibil ity  for 
the  distr ibut ion of food in Mexico. I knew Secre tary De La  Vega,  and 
I picked  up the  phone and  called him.

Un othe r issues, and in othe r areas, I hav e spoken  w ith  othe r mem ­
bers of the Mex ican  Go ver nm ent . I hav e talked  with the  At tor ney 
General of Mexico ab ou t m at te rs  rel ate d to drugs. I rea lly ta lk  with 
the per son  who seems approp ria te  at  the  time .

Mr . D erwinski . Ge tti ng  int o foreign policy now, hav e you  had  a 
chance  to  discuss with any approp ria te  officials i n M exico  the ir overa ll 
Ce nt ra l American view poin t?
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Am bassador K rueger . I have engaged,  Con gressm an Derwinsk i, 
in some discussions with some high-leve l Mexica n officials on some 
bro ad areas with regard  to  Ce ntral  America. Mexico, of course, as 
we need  to unde rst and, is going  to tak e its  own independen t form  of 
poli cy pos ture.

Th ey  hav e ju st,  as you  know, ent ere d the  Security Council for  the  
firs t tim e thi s year.  But  they  wa nt  very mu ch to formu late, as they  
should,  their  own pos ition wi th regard  to  fore ign affairs .

W ith  regard  to Nicarag ua , they  recog nize the  Sandini sta s the re.  
W ith  regard  to El  Salvador, I would say  th a t they  have perha ps no t 
show n as strong hopes as our  Governm ent has shown ab ou t t he  j un ta , 
and  the  hopes for  th at  ju nt a as a refo rm gro up, bu t they  have  no t 
opposed it.  I would  say  th at  they  have  s imply  been a bi t more aloof, 
perhap s, th an  we.

Mr. D erwinski . W ere you  dra wn  in to  any of the  con tac ts or n ego­
tia tio ns  t hat were involved i n t he  S hah’s original move to Mexico, and 
then  the  problem  of the  denial of h is ree ntry?

Am bas sad or K rueg er . N o ; I wasn’t.
Mr . D er wi nski . You were luck y.
Am bassador K ru eg er . I am no t sure.
Mr. D erwinski . W ha t ab ou t their  p res en t poli cy tow ard  Belize?
Am bas sador K rueg er . I do n’t feel th a t I could  com ment. I t  is a 

fai r quest ion , bu t I don’t feel th at  I could  rea lly  com ment in  de tai l 
on their at tit ud es  tow ard  Belize.

[The  following sta temen t was supplied for the re co rd :]
M ex ic o  an d B e l iz e

Mexico has a dire ct inte res t in the  future  of Belize, with  which it shares  a 
common border.  Mexico, which has its own histo rical  claim to pa rt of nor the rn 
Belize, has followed with grea t interest Guatemalan/Br itish discussions aimed  at  
resolving the  d ispute .

In 1977, for the  first time, Mexico suppo rted  the  perennial UN resolut ion calling 
for independence with  terr itorial  inte grity for Belize. At a meeting of five L atin  
American heads  of sta te in Bogota in the  summer of 1977—called primarily  to 
discuss the  Panam a Canal treatie s—P resident Lopez Portillo signed a comm unique 
calling for peaceful r esolut ion of th e Belize questio n on  the  basis of self-determina­
tion and terr itorial  integrity. However, Mexico declined to at tend  a December 
1977 m eeting in Kingston to reit era te inte rna tion al suppor t for Belize.

Indicatio ns are t hat  Mexico would not  press her histo rical  claim to  Belize if the  
issue is resolved on the  basis of self-determination and if the  outcome is ac cepted 
by all parti es concerned.

U.S. policy wi th respect  to the Gua temalan -Bri tish dispute over Belize has been 
to encourage a peaceful negotiated sett lem ent  acceptable to all in tere sted  pa rties. 
We have in the  past  sought  to  be helpful in t ha t regard. We have  no t fav ored  any 
par ticu lar formula for settlement.

Mr. D er wi nski . One othe r fore ign poli cy que stio n, if I ma y, Mr . 
Chairma n.

I un de rst an d th a t they  have  no t com ple tely  concurr ed wi th our 
Iran ian pos ition, or our  r equest for tra de  relatio ns,  although I have  a 
vague reco llec tion  th at they  did wi thd raw  some of their dip lom ats  
from  I ran.  C ould  you give  us  any  informa tion y ou ha ve  in  that  general 
area ?

Am bas sad or K ru eg er . The Presi dent of Mexico and othe r high  
officials refe rred  to the tak ing  of hos tage s in Ir an  as, if I recall cor­
rec tly , a ba rba ric  and  uncivilized act . Mexico did no t su pp or t our
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efforts a t an economic emb argo  again st Ira n,  and  gave as the  reason 
the  fact  th at  it  in prin ciple, was opposed to economic embargoes 
again st oth er countries, and  wished to see whethe r perha ps  som eth ing  
else could no t be worked out .

Th ey  did,  as I recal l, lessen the  size of their  dip lom atic  miss ion in 
Ir an —the y withdrew  their  dip lom atic mission.

Mr . D er wi nski . Inc ide nta lly , do you  h ave adequate staf f at  S tat e?  
Have you  been well served by  the St ate inf ras tru ctu re?

Am bassador K rueg er . I feel well served, yes, th an k you , bo th  by  
State and  by  othe r people in othe r de pa rtm en ts.  I hav e dra wn  upon 
the  Im mi grati on  and  Na tura liz at ion Services, and  HE W, and  oth ers  
as needs require.

Mr . D er wi nski . Did  any of y ou r form er staff people tra nsfer  over  
wi th you?

Am bassador K rueg er . I had one,  a gentl em an f rom  Ohio.
Mr. D erwinski . W ha t abo ut  the  overal l coordinatio n? You obv ious­

ly get  in  t ouch w ith  the  S ecr eta ry of A gricul ture, and  so on. To wh at 
degree do you in itiate, or to wha t degree do you  respon d to thei r 
in itiati ve s in dea ling  wi th Mexico?

Am bas sad or K rueg er . Som eth ing  of bo th . Clearly , it  is my  re spo n­
sib ilit y to focus  as fully as I can  on Mexico, and  othe r officials hav e a 
lot  of oth er concerns. In  the case, for exam ple, of agr icu lture, I 
rece ived  a message from  t he  Un der Secre tar y for Pol itical Affairs th at 
we should try  to see wh eth er we cou ld do som eth ing  abou t moving  
some of the gra in th at we had, giv en the embargo again st the  Sov iet 
Union.

I was on the telepho ne to the Se cre tar y of Commerce in Mexico 
lat er th at  day, and  the  next day he was up here . In  the int erim,  I 
was in tou ch with Un der Secre tary Hatha way  at  the  Dep ar tm en t of 
Agriculture  to  see jus t w ha t posi tion we would be  in  in terms  of dealing 
wi th Mexico .

In  tra de  m at ters , I  have been working pa rti cu larly  with A mbassado r 
Ho rm ats , as we seek to pu t tog eth er a new tra de  positi on now th at  
Mexico  decided no t to en ter GA TT . In  some oth er ins tances , I am 
called  by  the people in the var iou s de pa rtm en ts.

Mr . D er wi nski . Ju st  before  you w ere appointed , as I recal l, former 
Senator  Clark  of Iow a was given an im po rtan t ambas sad orial assign­
men t dea ling  wi th refugees. He  subsequentl y defecte d to a diff erent 
political  cam p within  your  pa rty.  Do you ever hav e similar  
tem pta tio ns?

Am bas sador K ru eg er . N o, sir, I ha ve n’t. I hav e h ad  no su ch temp­
tat ion s. I exp ect  to see Pres iden t Car te r reel ecte d, and I person ally  
belie ve th at he is the best cand ida te for the  pos ition.

I am no t look ing to get  int o a discussion of a diff erent viewpoin t 
th an  y ou r own, bu t I un de rst an d th a t sometim es the re are  diff erent 
views wi thin the  Republican  Par ty  as well.

Mr. D er wi ns ki . I am a firm  be liev er in a c ertain  nu mb er of po litic al 
ambassadorships. I don’t subscr ibe  to the  the ory  th at  all ambassadors  
have to  be St ate Dep ar tm en t tra ined  neute rs.  Personally , I have no 
objec tion to your  posit ion. Your political  lo yal ties  are no t a necessa ry 
pre req uis ite . I app rec iate th at .
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Ambassador K rueger. Thank  you for contributing to my sense of 
macho as well.

Mr. Yatron. Thank you, Mr. Derwinski.
Mr. Ambassador, what are some of the s teps that the  adminis tration 

has taken to protect  the human rights of undocumented workers?
Ambassador Krueger. Mr. Chairman, the President has demon­

strated by Executive order his interes t in making sure tha t all agencies 
of the Government do everything possible to respect the rights of all 
citizens who are in this country in whatever way.

We have the Select Commission on Migration  Policy which is 
looking at some of these concerns. We also have meetings, under the 
consulative mechanism, of the migration working group in which 
these questions are addressed. The Immigration and Naturalization 
Service and the Border Patrol take very seriously, I believe, the need 
to have the full rights of any citizen from whatever  country be re­
spected by all agencies and branches of the  U.S. Government.

So if there are instances of misuse by U.S. officials of undocumented 
workers, these people are then held accountable for their actions. 
There have been investigations made by the Justice Department of 
people in the border patrol who have been accused of misusing un­
documented workers while they were in the hands of the border 
patrol.

Mr. Yatron. What concessions in furnishing oil has Mexico taken 
in showing its interest in Central America?

Ambassador Krueger. Mexico has indicated its readiness to 
provide oil to certain other nations in Centra l America. I think  I 
have some notes here on the exact amounts tha t they have promised.

Mexico has contracted for exports by the year end of 1980 to provide 
20,000 barrels a day to Brazil, 7,500 barrels a day to Costa Rica, 
7,500 barrels a day to Nicaragua, although I understand that that is 
not entirely firm. I am told th at they have been exploring an agreement 
with Jamaica to provide roughly 10,000 barrels a day.

These are important  quantities  for these Central American countries, 
and would help these countries considerably in meeting their oil 
needs.

Mr. Yatron. During our recent study  mission to Costa Rica, 
there was much discussion on the need for a new tuna  agreement. 
Wha t progress has been made on tha t, Mr. Ambassador?

Ambassador K rueger. Mr. Chairman, we are fishing in very deep 
waters, indeed, there. The tuna  negotiations have been going on for 
a very, very long period of time. We thought that we were very 
near to agreement with Mexico on what to do in the case—how we 
could work out a future tuna  agreement between our countries. 
We have not yet reached an agreement, and currently the last  U.S. 
counterproposal lies in the hands of Mexico, and we are asking Mexico 
for response. But these negotiations have been going on for years, 
and with increasing intensi ty in recent years.

Mexico dropped out, of the  Tropical Tuna  Convention and so we 
have had to deal directly with Mexico on yellowfin tuna,  and the 
negotiations are still underway. We are still very hopeful that we will 
be able to work it out.
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Mexico is v ery  in ter est ed in exp and ing  i ts own tu na  flee t, and the re 
hav e rec ently  been  some jo in t ventu res  of ma jor  U.S. firms and 
Mexica n tu na  owners to hav e jo int ly owned vessels which would 
catch  ye llowfin tuna , and then  in tu rn  sell into thi s cou ntry.

Mr. Yatron. W ith  the  serious drou gh t in Mexico  thi s y ear , wh at  is 
your  es tim ate  of fu tur e grain  sales to the m which will bene fit the  
growers who have been  h ur t by  the  Sov iet gra in embargo ?

Am bassador K rueger . Mr . Chairma n, I believe th at  Mexico will 
rep res ent a marke t for our  g rains for ma ny y ear s to come.

I would obse rve th at  it  is a ha rd  thi ng  for an American polit ical  
figure t o say  th at  the  Un ited State s will n eve r be energy ind epe ndent . 
Of course , we wa nt to be ene rgy ind epe ndent, so we don’t say  th at  
we will always be energy dependent .

By  the same token,  I th ink th at  it  would be hard for people inside 
the  Mex ican  gov ernment to say,  “We will one day be full y self-suffi­
cien t in ag riculture .” But  it  seems to me qu ite  fra nk ly and  hon est ly 
a long  time away.

The populat ion  is growing fas t, and only  ab ou t 11 perce nt of Mexi­
can land is arab le. Hence it  is going to be very difficult, I believe, for 
Mexico  to provide  for its  very, very large  populat ion  wi thou t im­
portin g. I th ink th at  the re should be no shame involved in any way 
in the  im porta tio n of food from anoth er coun try .

I th ink the  d ays  in  which a developed co un try  is ful ly self-sufficien t 
are probably passed. We are no t fully self-su fficien t. We have  to im­
po rt some thin gs. Mexico, I believe, will have to import some things.

As you  mentio ned  dro ught,  I would like to point  ou t as a so rt of 
foo tno te one of the  problems that  sometim es can ex ist in U nit ed  Sta tes/ 
Mex ican  rela tion s in terms  of how susp icions can get  developed.

There  hav e been  a numb er of press  rep orts in Mexico recent ly,  and 
some of these press rep ort s claim  even  to quote  one rel ative ly high  
Mexican government official as saying th at  the  Unit ed  States  by seeding 
of clouds in the Caribbean was somehow responsible for rai n falling 
in the Caribbean ins tead of the  rain coming inland , and  the n 
fall ing where it  would need  to be falling ove r the ir crops.

I had a meetin g wi th a ve ry high  level Mex ican  g overn me nt official 
a couple of mo nth s bac k who brou gh t up to me the  problem of the  
drou gh t th at  Mexico  faced  las t year  because, as he said , u We did 
no t have enough hur rica nes . Since we did no t get  enough hur ricanes , 
we did no t get  the  mo istu re we n eed ed.”

That  official did no t blame  the U.S. Go vernm ent for this , b ut  there  
hav e been p ress  re ports  t hat  sa y th at  we hav e been  seed ing the  clouds, 
and  therefore th e U .S. Go vernm ent is somehow responsible for Mexico’s 
no t havin g enough food. That  is abs olu tely abs urd .

The inform ation  I hav e is th at  we have no t seeded clouds since 
1971. All th at  we hav e are overflights to observe the  hur rica nes . Bu t 
some peop le so del igh t in susp icion and  in point ing  blame at  the  
Un ite d St ates  for wh ate ver problems migh t occur th a t the  U.S. 
Go vernme nt get s blam ed for the  weath er in Mexico.

As a form er Membe r, I know  th at  the  one thi ng  t hat  the  farm ers in 
thi s c ou ntr y don’t wa nt  the  U.S. Go vernme nt to get  into is defining 
the weath er.  I don’t th ink  th at we are doing  it either here  or in 
Mexico.
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Mr. Yatron. As you may know, our subcommittee just recently 
completed testimony on the problem of stolen vehicles and their 
recovery from Mexico.

In your sta tement, I believe on page 13, you sta ted tha t, “Mexican 
approval can be expected momentari ly on a new tre aty  tex t.” Would 
you care to comment on the contents of the proposed treaty?

Ambassador Krueger. Mr. Chairman, I will no t go through in any 
detail on the tr eaty on stolen vehicles, bu t I would like to mention t ha t 
it is our understanding tha t our two countries are very near  to coming 
to agreement on the question of stolen vehicles.

One of the points tha t has remained at issue between us is a differ­
ence between the two sides on the atti tude  to be taken toward a vehicle 
tha t was used in the commission of a felony in Mexico.

Basically, the U.S. Government’s position is tha t if someone had a 
car stolen inside the United States tha t was taken into Mexico, what­
ever that might then have been used for, the U.S. citizen should still be 
entitled to recover tha t car. The Mexican Government has wished, if 
the car is used in the commission of a felony, or a plane is used in the 
commission of a felony in Mexico, to confiscate the car or the plane.

That has been a pointed issue, and there  have been some changes in­
side the Mexican Government and the officials who would be re­
sponsible for signing off on an accord between the two countries. But  
tha t is, I believe, the major point at issue between the two 
Governments.

Mr. Yatron. In our hearings, it was established tha t Mexican 
law enforcement officials are allegedly involved in border auto theft  
activity . What good will the new agreement do if the very officials 
who are designated to enforce the agreement are, in fact, part of the  
problem?

Ambassador K rueger. Mr. Chairman, I was not present for those 
hearings. I have no information tha t Mexican Government officials 
are involved in any way. I  simply would not be able, I  am afraid, to 
answer your question.

Mr. Yatron. It  was alleged. This  is what we understood.
Could you identify the five problem areas where Mexican sani ta­

tion wastes are polluting U.S. waters?
Ambassador Krueger. Let  me look it up because I do not remember 

those points offhand, but I shall see what I have writ ten.
I don’t have tha t information on hand, and with your permission 

I would like to supply it later.
[The material referred to follows:]
The five problem areas where Mexican san itat ion  wastes are pollu ting U.S. 

water s are as follows:
Tijuana, Baja  California—California border.
Mexicali, Baja  California— California border.
Naco, Sonora—Arizona border
Nogales, Sonora—Arizona border .
Nuevo Laredo, Tamaulipas—Texas border.
Mr. Yatron. Tha t will be fine.
Wha t are the  interim steps the Mexican Government has taken to 

reduce the hazards of pollution?
Ambassador Krueger. Mr. Chairman, the Mexican Government, 

particula rly through the International Boundary and Water Com­
mission, has been working with the U.S. Government, so tha t when
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our Government finds evidence of waste or discharges into streams tha t affect both countries, they have been fully responsive to us in trying to control any such discharges a t the time tha t we call it to their attention .
Mr. Yatron. Would you provide us with the details of what our respective roles are in joining the marine pollution contingency plan?Ambassador Krueger. Mr. Chairman, one of the very impor tant areas, we believe, for the future of the two countries is to try to work out a joint  marine pollution control plan.
We feel tha t we are near agreement with Mexico on such a plan. This plan would include immediate contact of identified authorities in the other country. The joint response teams for the two countries would be merely called into play. There would be constant consultation between identified persons so that both persons would be able to work together to control and assist one another in controlling any possible marine pollution tha t might occur from either country.
The agreement tha t we are looking toward does not include any provision for financial recompense in case of possible damage. It  is an effort to stop as early as possible, through cooperation, any damage to the other country.
Mr. Yatron. How does Mexico view Guatemala and the problems tha t it is experiencing?
Ambassador Krueger. I think  that I will ask Mr. Briggs to respond to that.
Mr. Briggs. • I don’t know that  I can. I  will also provide th at for the record.
[The material referred to follows:]

M ex ic o  an d  G uatem ala

While too simplistic a characteri zation, there is some t ru th  to the  observation  th at  Mexico is Gua temala’s “colossus of the no rth .” Sharing  a common border , Mexico and Guatema la do intera ct on a range of issues and linkages simila r to those along Mexico’s northern  border . A Mexican-Guatemalan Intern ationa l Boundary and W ater Commission manages th e b order  water and boundary issues. Gua tema lan workers are drawn in to Mexico to work in th e coffee and  sugar plan­tati ons. Some workers come legally bu t many shu ttle  back and forth withou t documents, raising questions  of human rights treatm ent and enforcement similar to those raised between Mexico and the  U.S. Contraband flows across the  bo rder, generally  from Mexico to Guatemala. The two sides are engaged in join t projects to preserve  the  environment and to combat agric ultural pests. Rumors th at  Gua te­mala may have its own major oil deposits completes the  picture.Mexico’s relations with Guatema la are correc t. Mexican President Lopez Portillo  received the  Guatema lan President, Genera l Fernando  Lucas Garcia in Septem ber 1979 at  Tapachula , near the  Guatema lan border . Mexican Foreign Secretary  Casteneda visited  Guatema la City  in Jan uary 1980 b ut a proposed re­turn  visit by Lopez Portillo  to the  Gua tema lan capi tal has been postponed.  As Gua tema la moves toward greater democratic  plural ism fur the r improvement in the  relationship will probably occur, thou gh certa in differences (e.g. over the  future  of Belize) may remain.
Mr. Yatron. I have one final question.
What  aid, if any, are we providing for people-to-people exchanges such as the sister city  program with Mexico?
Ambassador K rueger. There are a tremendous number of cities, States, communities, and private  groups tha t have cooperative ven­tures with comparable groups in Mexico. We have cultural groups. We have sister cities. We have a tremendous number of studen ts from each country studying in the other. I saw a report the other day,
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tha t was a couple of inches thick, of U.S. faculty members preparing 
to teach in Mexico, if Mexico had an inte rest.

We have a large number of Mexican students here. We have an 
intercul tural group tha t the ICA is working with in this country,  as 
the comparable group in Mexico is working with. There are exchanges, 
for example, of symphonies. The city ol Austin, Tex., lor example, 
recently had a symphony from Mexico City visit, and vice versa.

I think  tha t there are many, many enlarged cultural exchanges 
going on on both sides of the  border. That is tremendously important 
in opening the avenue of understanding, because it is important  for 
people, I think, on both  sides of the border to get beyond the stereo­
types. The more we can respond to the rich culture of Mexico, both 
its Spanish heritage and its Indian heritage, and its European  and 
even in par t Arabic heritage, the more I think  tha t we stand to gain 
from th at community.

Mr. Yatron. Are there any Federal funds being provided for those 
programs?

Ambassador K rueger. There are some Federal funds, I know, 
through the ICA tha t are involved, but  I don’t think tha t they are 
very large.

Mr. Yatron. Mr. Ambassador, I want to thank  you very much 
for appearing here today. I thank your associates, Mr. Slaughter 
and Mr. Briggs, for accompanying you. We appreciate your giving 
us the benefit of your expertise.

Ambassador K rueger. Mr. Chairman, thank you very much for 
your in terest.

Mr. Yatron. Other members who could not appear today may 
have questions to submit to you in writing. With your permission, 
we would like to send you those questions for your written response.

Ambassador K rueger. Mr. Chairman, we would be happy to 
respond in writing for the record.

Mr. Yatron. Thank you very much.
The subcommittee stands adjourned.
[Whereupon, a t 3:20 p.m., the subcommittee adjourned, subject to 

call of the Chair.]





A P P E N D I X

Q uestio n s  S u b m it ted  in  W r it in g  by  R epr esen ta tiv e  R ob er t J. 
L ag om ars in o  to  D e p u t y  A ssi st a n t  S ec re ta ry  A h m a d  and  R e ­
sp onse s T hereto

F is h e r ie s  and Boundary  T r e a t ie s

Q u e s ti o n : Does th e  U n it e d  S ta te s  c o n s id e r  th e  f i s h e r ie s  is s u e
to  be th e  m ost  im p o r ta n t is s u e  in  o u r b i l a t e r a l  r e la t io n s ?

A nsw er: I t  i s  c e r t a in ly  one  o f  th e  mos t im p o r ta n t  is s u e s  and

one th a t  is  v e ry  much in  th e  p u b l ic  eye a t  p r e s e n t ,  e s p e c ia l ly  

in  Ca na da . F a i lu r e  to  r a t i f y  th e  t r e a t y  w ou ld  le a d  to  a 

s u b s ta n t ia l  a d ve rs e  re a c t io n  in  Can ad a.

Q u e s ti o n : Where  is  th e  f is h e r ie s  t r e a t y  s t a l le d  in  th e  Sen ate ?

A nsw er: In  th e  S ena te  F o re ig n  R e la t io n s  C om m it te e .

Q u e s ti o n : What do yo u mean when yo u s ta te  in  y o u r te s t im o n y
th e re  ha s be en  s u b s ta n t ia l  o p p o s it io n  in  th e  S enate ?

A nsw er: O p p o s ti o n  to  th e  t r e a t ie s  in  th e  S ena te  ha s been

s u f f i c i e n t  to  p re v e n t the m from  m oving fo rw a rd  to w a rd

r a t i f i c a t i o n .  A g ro up  o f  New E ng la nd s e n a to rs  ha s s u p p o rt e d

am endm ents w h ic h  th e  C ana dian  F o re ig n  M in is t e r  ha s d e s c r ib e d

as d r a s t ic  and f a r - r e a c h in g .  He d e s c r ib e d  th e  am endm en ts as

w h o ll y  u n a c c e p ta b le  to  th e  C anadia n f is h in g  in d u s t r y ,  to  th e

p ro v in c e s  c o n c e rn e d , and to  th e  fe d e ra l govern m ent o f  Can ad a.

Q u e s ti o n : Are  o u r d i f fe r e n c e s  la rg e  en ou gh  as to  r e q u ir e  a
s im p le  a d ju s tm e n t in  th e  t r e a t y  o r a c o m p le te  r e n e g o t ia t io n ?

A nsw er: We ho pe  th a t  i t  w i l l  be p o s s ib le  to  w ork  o u t a co m pro ­

m ise th a t  w ould  make th e  t r e a t ie s  a c c e p ta b le .  A t th e  same 

ti m e , we re c o g n iz e  th a t  d i f fe r e n c e s  a re  s u b s ta n t ia l  and th a t

(63 )
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the Canadians have stated that they are not willing to accept 
in full the amendments proposed in the Senate. if the 

ratification process breaks down, the climate might not be 
conducive to new negotiations in the near future.

Question: Where do we stand at this time in resolving our di f ferences?

Answer: The Administration has been exploring with interested

Senators the possibility of a solution that would be accept­
able to the concerned parties.

Question: Secretary of State MacGuigan has stated that on
problem of this sort, such as the fisheries issue, "there are 
likely to be linkages" to other US-Canadian issues. Is this type of linkage out of character in the traditional
US-Canadian relationship? What kinds of issues do you expect 
to be linked in the fisheries agreement? Could the renewal 
of the grain embargo against the Soviet Union be a matter of linkage?

Answer: We generally try to avoid linkage of unrelated issues
in US-Canadian relations. However, if one country feels 
itself to be seriously injured by an action of the other 

country, its attitude toward the other country on other 

issues cannot but be affected. We are not sure whether the 

issue of linkages will arise in connection with the fisheries 

agreement. Foreign Minister MacGuigan reportedly said in a 
television interview June 13, "If this (Canada's action in 

allowing Canadian fishermen to increase their catch of cod 

and halibut) does not work, we will have other steps that we 
have to take." He was asked about the grain embargo in this
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c o n n e c ti o n . In  r e p ly ,  he d is c u s s e d  th e  g r a in  is s u e  in  te rm s 

o f  i t s  m e r it s  w it h o u t  s p e c i f i c a l l y  l i n k in g  i t  to  th e  

f is h e r ie s  is s u e .

Q u e s ti o n : A c c o rd in g  to  p re ss  r e p o r t s ,  S e n a to rs  Ke nn ed y and  P e l l
ha ve  p ro posed am endm ents to  th e  f i s h e r ie s  t r e a t i e s .  What is  
th e  n a tu re  o f  t h e i r  am en dm en ts? How do es  th e  a d o p ti o n  o f  
su ch  am endm ents a f f e c t  th e  t r e a t y ?  What  a re  th e  p ro s p e c ts  o f  
r a t i f i c a t i o n  d u r in g  t h is  s e s s io n  o f  C ongre ss?

A nsw er: The Ke nn edy am en dm en ts , w h ic h  a re  s u p p o rt e d  by S ena to r

P e l l  and some o th e r  New E ng la n d  s e n a to rs ,  p ro v id e :

_  th a t  th e  f is h e r ie s  ag re em ent w ou ld  te rm in a te  th re e  ye a rs

a f t e r  com in g in to  fo r c e ;

__ th a t  C anad ia ns c o u ld  n o t f i s h  fo r  s c a ll o p s  w est o f  a z ig ­

zag l i n e  d e fi n e d  in  th e  am endm en t ( t h i s  w ou ld  ba r 

C anadia ns from  f is h in g  in  p a r t  o f  th e  d is p u te d  are a  w h il e  

le a v in g  Am ericans fr e e  to  f i s h  in  th e  e n t i r e  d is p u te d  

a r e a ) ;

- -  th a t  th e  US would  manage th e  s c a l lo p  f is h e r y  w est o f  th e  

z ig z a g  l i n e ;  Canada w ou ld  ha ve  no r ig h t s  to  b in d in g  

a r b i t r a t io n  on any  o b je c t io n s  i t  m ig h t make to  th e  

f is h e r ie s  re g im e e s ta b li s h e d  by th e  US.

The a d o p ti o n  o f  su ch  am en dm en ts w ou ld  ha ve  a m a jo r e f f e c t  on

th e  t r e a t y .  The p ro s p e c ts  f o r  r a t i f i c a t i o n  o f  th e  f is h e r ie s

agre em ent d u r in g  t h is  s e s s io n  o f  C ongre ss de pe nd  on f in d in g

an a c c e p ta b le  com pro m is e. We a re  h o p e fu l one ca n be fo u n d .

Q u e s ti o n : In  th e  ab se nc e o f  a f i s h e r ie s  t r e a t y ,  M r.  MacGu iga n
ha s - cha rg ed  th a t  th e  US i s  o v e r f is h in g  to  e s ta b l is h  a c la im  
on a b ig g e r  q u o ta  in  th e  e v e n t o f  new n e g o t i t io n s .  What is

i
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US p o li c y  c o n c e rn in g  t h is  is s u e  d u r in g  th e  r a t i f i c a t i o n  
p ro ce ss?  Is  th e re  any e v id e n c e  th a t  ou r f l e e t s  a re  
o v e r f is h in g  as c la im e d ?

A nsw er: The U n it e d  S ta te s  is  n o t se e k in g  to  e s ta b l is h  a

c la im  f o r  a b ig g e r  qu o ta  in  th e  e v e n t o f  new n e g o t ia t io n s .  

R a t i f i c a t io n  o f  th e  f i s h e r ie s  ag re em ent w ou ld  be th e  b e s t 

means to  e s ta b l is h  an ag re ed  c o n s e rv a t io n  re g im e  and a j o i n t  

ma nageme nt mec ha nism . The US p o s i t io n  i s  t h a t  th e  p ro v is io n s  

o f  th e  f is h e r ie s  ag re em ent do n o t e n te r  in t o  fo r c e  u n t i l  th e  

agre em ent is  r a t i f i e d .

We do b e li e v e  th a t  th e re  is  a da nger o f  o v e r f is h in g  in  th e  

Geo rges  Bank a re a . S e ve ra l re c e n t  exam ple s i l l u s t r a t e  t h is  

p ro b le m . in  19 78 , Canada in c re a s e d  i t s  ta k e  o f  co d , haddock,  

and lo b s te r  in  th e  d is p u te d  a re a  to  su ch  an e x te n t  th a t  i t s  

sha re  o f  Geo rges  Bank -  S o u th e rn  New E ng la nd co d ro s e  from  

18% fo r  th e  1967-7 6 p e r io d  to  26% in  1978. I t s  ha dd oc k share  

in c re a s e d  from  15% to  39%, an d i t s  sha re  o f  lo b s te r s  in  th e  

d is p u te d  a re a  ro se  from  29% in  19 76  to  59% in  1977. In  June  

o f  t h i s  ye a r Canada an no un ce d t h a t  as a r e s u l t  o f  th e ' d e la y  

o f  th e  r a t i f i c a t i o n  and  wha t Canada p e rc iv e s  to  be la c k  o f  

r e s t r a in t  by US fi s h e rm e n , i t  w ou ld  in c re a s e  Can ada ’ s quo ta  

fo r  co d from  5 ,9 50  M.T . to  1 3 ,5 0 0  M .T .,  f o r  haddock  from  

6 ,8 00  M .T . to  10 ,5 00 M.T . and f o r  y e ll o w  t a i l e d  f lo u n d e r  from  

z e ro  to  1 ,5 00  M .T . A t th e  same ti m e ,  US fi s h e rm e n  in c re a s e d

th e  US c a tc h  and th e  US sh a re  o f  th e  s c a l lo p  c a tc h  on Geo rges
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Ban k,  from  27% in  1977 to  -31% in  197 8 and 40% in  1979. Th ese 

u n i la t e r a l  e f f o r t s  to  in c re a s e  c a tc h , to g e th e r  w i th  th e  la c k  

o f agre em ent on t o t a l  h a rv e s t  le v e ls ,  ha ve  in c re a s e d  th e  r i s k  

o f  o v e r f is h in g ,  a t th e  ex pense  o f  th e  lo n g - te r m  re s o u rc e , and 

are  e n c o u ra g in g  o v e r - in v e s tm e n t in  th e  in d u s t r y .  From 

fi s h e rm e n  to  consum er,  i t  i s  in  e v e ry o n e 's  b e s t in t e r e s t  to  

e s ta b l is h  a means o f  e n a b li n g  fi s h e rm e n  o f  b o th  c o u n t r ie s  to  

f i s h  f o r  g u a ra n te e d  sha re s  o f  a j o i n t l y  a g re e d  a ll o w a b le  

c a tc h , s e t a t th e  le v e l  t h a t  s c ie n t is t s  ju d g e  w i l l  p r o te c t  

th e  re s o u rc e s  from  o v e r - e x p lo i t a t io n  an d c o n se q u e n t fu tu r e  

eco no m ic  h a rd s h ip .

Q u e s ti o n : The o th e r  h a l f  o f  th e  f is h e r ie s  t r e a t y  i s  th e  bounda ry
t r e a ty  th a t  p ro v id e s  f o r  s e t t le m e n t  th ro u g h  th e  I n t e r n a t io n a l  
C o u rt  o f  J u s t ic e .  What e x a c t ly  is  th e  b o u n d a ry  d is p u te  
abou t?  Has t h is  t r e a ty  made p ro g re s s  in  th e  S ena te  o r is  i t  
l in k e d  to  th e  f is h e r ie s  t r e a ty ?  A f te r  r a t i f i c a t i o n ,  a re  o u r 
d if fe r e n c e s  so  g re a t  c o n c e rn in g  b o u n d a ri e s  th a t  th e  t r e a t y  
w i l l  a u to m a t ic a l ly  be s e n t to  th e  I n t e r n a t io n a l  C o u rt  o f  
J u s ti c e ?

A nsw er: In  th e  m id  1970 ’ s , b o th  th e  U n it e d  S ta te s  and Canada

exte nded  t h e i r  f i s h e r ie s  j u r i s d i c t i o n  to  20 0 n a u t ic a l  m il e s .  

Be cause th e  U n it e d  S ta te s  an d Canada r e l i e d  on d i f f e r e n t  

boundary  p r in c ip le s  in  e x te n d in g  t h e i r  j u r i s d i c t i o n ,  th e  

new ly  c re a te d  f is h e r y  c o n s e rv a t io n  zon es  o v e r la p p e d  in  th e  

G u lf  o f  M a in e . The r e s u l t  was th e  c r e a t io n  o f  a d is p u te d  

are a  o f  a p p ro x im a te ly  5 ,0 0 0  square  m il e s  on th e  Geo rg es  Ban k,  

one o f  th e  w o r ld ’ s r ic h e s t  f i s h in g  g ro u n d s .

A lt h o u g h  th e  U n it e d  S ta te s  and Canada a ll o w e d  r e c ip r o c a l
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f i s h in g  in  ea ch  o th e r 's  zo ne s un d e r in te r im  ag re em ents  in  

1977 and p a r t  o f  19 78 , t h i s  in t e r im  syst em  c o ll a s p e d  in  June 

19 78 . Canada su sp en de d t r a d i t i o n a l  US f is h e r ie s  in  i t s  

u n d is p u te d  f is h e r ie s  zone, and th e  U n it e d  S ta te s  to o k  

r e c ip r o c a l  a c t io n  b a r r in g  C anadia n f is h in g  in  u n d is p u te d  US 

w a te rs . S in ce  th a t  ti m e , fi s h e rm e n  o f  ea ch  c o u n tr y  ha ve  been 

e xc lu d e d  from  th e  u n d is p u te d  zo ne  o f  th e  o th e r .

The bounda ry  t r e a t y  and  th e  f i s h e r ie s  agre em ent a re

in t e r r e la t e d .  By t h e i r  te rm s , n e i t h e r  t r e a t y  can e n te r  in t o  

fo r c e  u n le s s  th e  o th e r  does. The B oundary  T re a ty  p ro v id e s  

fo r  th e  s u b m is s io n  o f  th e  m a r it im e  bo unda ry  d is p u te  to  a 

Chamber o f  th e  W orld  C ou rt  on te rm s  s e t  o u t in  th e  s p e c ia l 

agre em ent an ne xe d to  th e  t r e a t y .  Und er  th a t  s p e c ia l 

ag re em en t,  b o th  s id e s  w ould  as k th e  C o u rt to  a p p o in t a 

Chamber to  be com posed o f  f i v e  p e rs o n s , th re e  o f  whom wou ld  

be e le c te d  by and from  th e  members  o f  th e  C o u r t,  and tw o o f  

whom w ould  be j o i n t l y  ch os en  by th e  U n it e d  S ta te s  and  Canad a,  

to  draw  th e  l i n e  w h ic h  w ould  d iv id e  th e  c o n t in e n t a l  s h e l f  and 

f is h e r ie s  zo ne s on th e  U n it e d  S ta te s  and  Canada in  th e  G u lf  

o f  Maine  a re a .
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Alaska Gas Pipeline

Question: Canada has sought assurances that the entire Alaska
Gas Pipeline will be built before it will authorize 
additional gas exports and construction of "prebuild" 
facilities.
...Exactly what if any construction has taken place on 
the Pipeline?
...What is involved in the advanced construction or 
"prebuild" facilities?
...What kinds of assurances is Canada seeking?
...What is the target date for completion of the Pipeline?
...What kind of long-term gas agreement are we seeking 
and at what price and volume?
...Is there any possibility of a swap agreement involving 
Alaska oil for Canadian gas?

Answer: Construction has not yet commenced on any portion of
the pipeline. In 1977 the Alaskan Natural Gas Transporta­
tion System (ANGTS) was approved by the governments of the 
US and Canada. At that time' completion of the entire 
system was anticipated by January 1, 1983. Over the past 
three years, the schedule for the entire ANGTS has been 
delayed to the extent that completion is not now expected before 
1985. In the meantime, plans have been made to construct 
a portion of the ANGTS from central Alberta into the lower 
48 United States over the next two years to bring Canadian 
export gas to US markets from 1981 until the entire ANGTS is 
complete in 1985. The present pre-build portion, if 
approved by the Canadian government, would carry over 
one billion cubic feet per day of Canadian gas to US markets
from 1981 to 1985. In 1985 it would become a part of the
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entire system which will move Alaska gas to the US market.
On the US side the Canadian pre-build line would connect 
with two segments, one to serve the western market 
(California) while the second eastern leg would extend 
to Chicago.

In order to authorize the pre-build portion of the line, 
the Canadian government has asked for assurances that the 
entire system will be completed within a reasonable time. 
Their law currently requires that no pipeline construction 
begin in Canada until financing is secured for the whole 
line. There is opposition in Canada to construction of 
pipeline facilities for the export of Canadian gas only. 
Therefore, the Canadians require assurances that, if they 
authorize the pre-build and short-term export of Canadian 
gas, the remaining portions of the pipeline will be built. 
Canada may be willing to modify the requirements of its law 
if adequate assurances are received from the US. The 
Canadians have sought assurances on financing of the entire 
line by the US project sponsors, certain regulatory approvals 
by the Federal Energy Regulatory Commission and general 
statements of support from the Administration and the US 
Congress. The Department of Energy has been working to 
provide these assurances to the Canadians to the fullest 
extent possible. A resolution expressing support for the 
pipeline has just passed both Houses of Congress. If these 
arrangements prove to be satisfactory, it is hoped that 
construction of the pre-build phase will begin this summer.
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The long-term gas agreement supporting the pre-build 
of the project calls for deliveries of one billion cubic 
feet per day over 6 years at a price agreed to under 
the terms of an exchange of letters of March 24, 1980, 
between Energy Secretary Duncan and Canadian Minister 
of Energy, Mines and Resources Lalonde. In this exchange 
it was agreed that the price would be the uniform border 
price indicated by the Canadian export pricing formula, 
provided it meets US regulatory requirements for 
competitiveness with alternate fuels in affected US markets

We are not aware of any discussions on the possibility 
of a swap agreement involving Alaska oil for Canadian gas.

o
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